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SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit 
report  we  include  a  listing  of  all  recommendations 
together  with  a  notation  as  to  whether  the  agency 
concurs  or  does  not  concur  with  each  recommendation. 
This  listing  serves  as  a  means  of  summarizing  the 
recommendations  contained  in  the  report  and  the  audit- 
ed agency's  reply  thereto  and  also  as  a  ready  refer- 
ence to  the  supporting  comments .   The  full  replies  of 
the  Northcentral   Montana   Community  Mental  Health 
Center  Governing  Board  and  the  Department  of  Insti- 
tutions are  included  in  the  back  of  this  report. 

Page 

The  Department  of  Institutions  work  with 
the  regional  mental  health  centers  to 
implement  a  standard  method  of  determining 
county  funding.  13 

Agency  Reply:   Concur.   See  page  55. 
Department  of  Institutions  Reply:   Concur. 
See  page  82 . 

The  Department  of  Institutions  require 
uniform  accounting  and  reporting 
for  all  regional  centers  and  ensure 
comparability  between  regions.  17 

Agency  Reply:   Concur.   See  page  55. 
Department  of  Institutions  Reply:   Concur. 
See  page  82 . 

The  Center,  in  cooperation  with  the 
Department  of  Institutions,  implement 
procedures  to  provide  for  the  functional 
classification  of  expenditures.  18 

Agency  Reply:   Concur.   See  page  55. 
Department  of  Institutions  Reply;   Concur. 
See  page  83 . 

Initiate  procedures  to  correct  the  internal 

accounting  control  weaknesses  noted  above.      25 

Agency  Reply:   Concur.   See  pages  55  and  55. 

That  legislation  be  enacted  deleting  the 
certification  requirement  of  Section 
15-1802,  R.C.M.  1947.  25 

Agency  Reply:   The  Mental  Health  Center 
did  not  respond  to  this  recommendation. 
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Base  its  billing  rates  on  the  costs  of 

services  provided.  28 

Agency  Reply:   Concur.   See  page  66. 

The  Center,  in  cooperation  with  the 
Department  of  Institutions,  evaluate 
procedures  to  increase  direct  service 
hours  for  each  staff  member.  33 

Agency  Reply:   Will  study.   See  page  75. 

The  Center,  in  cooperation  with  the 
Department  of  Institutions,  evaluate 
present  staffing  levels.  33 

Agency  Reply:   Concur.   See  page  75. 

The  Department  of  Institutions  require 
accurate  and  comparable  management 
information  from  the  regional  centers.  33 

Department  of  Institutions  Reply:   Concur. 
See  page  83 . 

Properly  record  revenue  in  accordance 
with  generally  accepted  accounting 
principles .  34 

Agency  Reply:   Concur.   See  page  75. 

Execute  formal  contracts  with  each 

participating  county.  35 

Agency  Reply:   Concur.   See  page  75. 

Adhere  to  its  established  fee  schedule.  37 

Agency  Reply:   Concur.   See  page  75. 

Require  all  changes  in  client  status  be 

documented  on  updated  intake  sheets.  38 

Agency  Reply:   Concur.   See  page  76. 

Utilize  additional  control  procedures 

to  detect  data  entry  errors .  38 

Agency  Reply:   Concur.   See  page  76. 
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Develop  a  formal  accounting  manual.  39 

Agency  Reply:   Concur.   See  page  75. 


Periodically  reconcile  the  general 
ledger  control  accounts  with  the 
subsidiary  detail  records. 


40 


Agency  Reply:   Concur.   See  page  76. 

Send  monthly  statements  to  all  debtors.  40 

Agency  Reply:   Concur.   See  page  76. 

Review  individual  receivable  credit 
balances  and  make  the  necessary 
adjustments.  41 

Agency  Reply:   Concur.   See  page  76. 

Establish  procedures  to  adjust  receivables 

for  corrections  in  patient  status.  41 

Agency  Reply:   Concur.   See  page  76. 

Improve  intake  procedures  to  reduce 

errors  in  patient  status .  41 

Agency  Reply:   Concur.   See  page  76. 

Remove  "no  charge"  amounts  from  the 

accounts  receivable  ledgers.  41 

Agency  Reply:   Concur.   See  page  76. 

Reevaluate  the  provision  for  doubtful 

accounts .  43 

Agency  Reply:   Concur.   See  page  76. 

Periodically  review  all  accounts  over  180 
days  old,  and  write  off  those  accounts 
that  appear  to  be  uncollectible.  43 

Agency  Reply:   Concur.   See  page  76. 

Establish  a  time  accountability  system 
to  account  for  eight  hours  per  day  for 
each  employee .  44 

Agency  Reply:   Concur.   See  page  76. 
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Allow  only  eligible  employees  to  use 

accrued  leave.  45 

Agency  Reply:   Concur.   See  page  77. 

Allow  employees  to  earn  compensatory 

time  only  for  actual  time  worked.  45 

Agency  Reply:   Concur.   See  page  77. 

Allow  only  eligible  employees  to 

earn  compensatory  time.  45 

Agency  Reply:   Concur.   See  page  77. 

Use  the  correct  exemption  allowance  in 

computing  state  withholding  tax.  46 

Agency  Reply;   Concur.   See  page  77. 

Submit  an  IRS  Form  1099  for 

compensation  to  nonemployees .  46 

Agency  Reply:  Concur.   See  page  77. 

Establish  a  file  system  for  fixed  assets.         50 

Agency  Reply:  Concur.   See  page  77. 

Tag  or  otherwise  label  each  asset.  50 

Agency  Reply:  Concur.   See  page  77. 

Record  the  transfer  or  disposal  of 

assets  at  each  location.  50 

Agency  Reply:   Concur.   See  page  77. 

Perform  periodic  physical  inventories.  50 

Agency  Reply:   Concur.   See  page  77. 

Assign  responsibility  for  fixed  assets 

at  each  location.  50 

Agency  Reply:   Concur.   See  page  77. 
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Record  exchanges  of  fixed  assets  in 
accordance  with  generally  accepted 
accounting  principles.  50 

Agency  Reply:   Concur.   See  page  77. 

Establish  procedures  to  record  donated 

assets  at  fair  market  value.  51 

Agency  Reply:   Concur.   See  page  77. 

Improve  its  filing  system  for  patient 

records.  51 

Agency  Reply:   Concur.   See  page  77. 

Implement  procedures  to  ensure  accurate 

information  in  the  clinical  records.  52 

Agency  Reply:   Concur.   See  page  77. 

Comply  with  Section  38-1328(10),  R.C.M. 
1947,  by  ensuring  that  progress  notes 
are  promptly  prepared  for  each  signifi- 
cant contact.  53 

Agency  Reply:   Concur.   See  page  77. 

Periodically  review  cases  and  close 
those  files  which  do  not  reflect 
any  activity.  53 

Agency  Reply:   Concur.   See  page  77. 
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To  the  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 


We  have  examined  the  balance  sheet  of  the  North- 
central  Montana  Community  Mental  Health  Center  as  of 
June  30,  1978,  and  the  related  statements  of  support, 
revenue,  and  expenses  and  changes  in  fund  balances  and 
of  operational  expenses  by  fund  for  the  year  then 
ended.   Our  examination  was  made  in  accordance  with 
generally  accepted  auditing  standards,  and  accordingly, 
included  such  tests  of  the  accounting  records  and  such 
other  auditing  procedures  as  we  considered  necessary  in 
the  circumstances.   The  financial  statements  of  the 
Northcentral  Montana  Community  Mental  Health  Center  for 
the  year  ended  June  30,  1977  were  examined  by  other 
auditors  whose  report  dated  October  13,  1977,  expressed 
an  unqualified  opinion  on  those  statements. 

The  Center  does  not  report  expenses  on  a  func- 
tional basis  as  required  by  generally  accepted  account- 
ing principles,  as  discussed  on  page  18  of  this  report. 
Expenses  are  reported  by  type. 
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As  discussed  on  page  34,  the  Center  did  not  prop- 
erly record  patient  revenue  and  donated  services  for 
the  year  in  accordance  with  generally  accepted  account- 
ing principles.   This  resulted  in  patient  income  and 
donated  services  being  understated  in  the  current 
unrestricted  fund  statement  of  support,  revenue,  and 
expenses,  and  changes  in  fund  balance.   Because  of  the 
nature  of  the  accounting  records  it  was  not  practical 
for  us  to  determine  the  exact  dollar  amounts  of  the 
understatements;  however,  we  believe  this  understate- 
ment is  material. 

As  discussed  on  pages  40  and  41,  patient  accounts 
receivable  contain  $35,422  in  individual  credit  bal- 
ances resulting  primarily  from  errors  in  recording  the 
receivables  and  $20,304  of  no  charge  fees  which  repre- 
sent services  provided  for  clients  free  of  charge  or 
donated.   As  discussed  on  page  41,  48  percent  or 
$111,913  of  the  total  patient  accounts  receivable  is 
composed  of  accounts  over  180  days  old.   In  our  review 
of  accounts  receivable  we  determined  that  the  collec- 
tion of  a  significant  portion  of  these  accounts  is 
doubtful.   The  Center  has  established  a  provision  of 
$50,000  for  doubtful  accounts.   Based  upon  our  review, 
the  provision  for  doubtful  accounts  is  not  adequate. 
The  net  effect  of  the  three  matters  discussed  above  is 
that  patient  accounts  receivable  are  overstated  in  the 
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current  unrestricted  fund  balance  sheet.  It  was  not 
practical  for  us  to  determine  the  exact  dollar  amounts 
of  the  overstatement;  however,  we  believe  this  over- 
statement is  material  to  total  reported  accounts  re- 
ceivable but  not  to  total  revenue. 

In  our  opinion,  except  for  the  matters  discussed 
in  the  preceding  paragraphs,  the  accompanying  financial 
statements  present  fairly  the  financial  position  of  the 
Northcentral  Montana  Community  Mental  Health  Center  at 
June  30,  1978,  and  the  results  of  its  operations  and 
changes  in  fund  balances  for  the  year  then  ended,  in 
conformity  with  generally  accepted  accounting  princi- 
ples applied  on  a  basis  consistent  with  that  of  the 
preceding  year. 

Respectfully  submitted. 


Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 


September  9,  1978 
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COMMENTS 
INTRODUCTION 

We  performed  a  comprehensive  financial  compliance 
audit  of  the  Northcentral  Montana  Community  Mental 
Health  Center  at  the  request  of  the  Legislative  Audit 
Committee.   The  objectives  of  this  audit  were  to:   (1) 
obtain  an  understanding  of  the  statewide  mental  health 
delivery  system  by  examining  the  operations  of  a  sample 
region's  operations,  (2)  address  specific  legislative 
concerns  about  mental  health  center  operations,  and  (3) 
express  an  opinion  as  to  the  fairness  of  the  Center's 
financial  statements.   Although  the  Center  has  had 
annual  financial  audits  by  independent  accountants, 
this  is  the  first  time  the  Center  has  undergone  a 
comprehensive  review  that  includes  compliance  with 
state  and  federal  laws,  as  well  as  governing  board 
policies . 

The  Center  converted  from  a  manual  to  an  automated 
accounting  system  during  the  fiscal  year  1977-78.   This 
system's  changeover  contributed  to  many  of  the  defi- 
ciencies noted  in  the  following  report.   The  Center's 
director  and  staff  have  indicated  to  us  that  the  Center 
has  already  complied  with  many  of  the  recommendations 
in  the  report  and  that  corrective  action  has  been 
initiated  on  many  of  the  other  recommendations. 

We  thank  the  Center's  director  and  his  staff  for 
their  cooperation  and  assistance  during  the  audit. 


BACKGROUND 

The  Northcentral  Montana  Community  Mental  Health 
Center  was  incorporated  as  a  private,  nonprofit  corpo- 
ration in  July  1975.   The  Center  replaced  the  Great 
Falls  Mental  Hygiene  Clinic  which  was  established  in 
1947.   The  Great  Falls  Mental  Hygiene  Clinic  operated 
under  guidelines  of  the  Division  of  Mental  Hygiene  of 
the  State  Board  of  Public  Institutions  in  accordance 
with  statutes  which  established  community  comprehensive 
mental  health  centers  and  regional  mental  health 
boards.   In  1975  the  44th  Legislature  enacted  legisla- 
tion which  recodified  and  revised  the  code  governing 
comprehensive  mental  health  centers. 

The  Department  of  Institutions  has  a  primary 
mission  to  facilitate  an  integrated  network  of  compre- 
hensive mental  health  services  on  an  equal  basis 
throughout  Montana.   The  department  has  established  the 
following  goals  in  conjunction  with  this  mission: 

1.  To  preserve  and  maintain  the  orderly  develop- 
ment of  a  unified  and  integrated  statewide 
mental  health  service  delivery  network  that 
would  include  community-based  mental  health 
services,  Warm  Springs  State  Hospital,  and 
other  state-supported  institutional  programs 
serving  the  mentally  disturbed  or  disabled. 

2.  To  provide  high  quality  developmental  and 
rehabilitative    services    within    state 


administered  programs  which  emphasize  the 
following  features  of  deinstitutionalization: 

•  least  restrictive  environment. 

•  appropriate  institutionalization. 

•  improved  institutional  care  and  treat- 
ment. 

•  provide   for   planned   community-based 
alternative . 

3.  To  increase  and  improve  services  to  mentally 
ill  persons  and  to  promote  mental  health  for 
all  citizens  of  Montana  through: 

•  increased  consultation  services. 

•  increased  public  knowledge  of  mental 
health  services . 

•  increased  preventive  activities. 

•  improved  manpower  development  and  train- 
ing. 

4.  To  provide  a  unified  comprehensive  mental 
health  network  of  services  which: 

•  is  cost-effective  and  financially  ac- 
countable. 

•  is  efficient  and  based  on  specific  area 
needs . 

•  establishes  and  enforces  quality  of  care 
standards . 

•  is  evaluated. 


Section  80-2803,  R.C.M.  1947,  permits  the  depart- 
ment to  enter  into  contracts  with  regional  mental 
health  corporations  for  the  purposes  of  the  prevention, 
diagnosis,  and  treatment  of  mental  illness.   The  re- 
gional mental  health  centers  carry  out  the  legislative 
intent  of  deinstitutionalization  by  providing  for 
community-based  alternative  forms  of  mental  health 
services .   State  funds  for  community  mental  health 
centers  are  appropriated  to  the  Department  of  Institu- 
tions, which  in  turn  contracts  with  the  regional  cen- 
ters for  services.   Section  80-2804(2),  R.C.M,  1947, 
states  that  mental  health  centers  shall  not  be  con- 
sidered agencies  of  the  Department  of  Institutions  or 
the  state  of  Montana. 

Center  officials  stated  that  they  have  been  in- 
strumental in  reducing  the  patient  population  at  Warm 
Springs  State  Hospital.   They  stated  they  also  believed 
the  Center  has  saved  taxpayers '  money  by  keeping  people 
out  of  Warm  Springs  because  of  their  prevention  and 
precare  services  to  the  community;  however,  it  is  not 
feasible  to  readily  determine  the  exact  dollar  amount 
of  these  savings.   Section  80-2803(2),  R.C.M.  1947, 
allows  the  Department  of  Institutions  to  establish  a 
system  whereby  a  portion  of  the  funds  appropriated  to 
Warm  Springs  may  be  transferred  to  the  community  mental 
health  centers  if  the  patient  load  at  Warm  Springs  is 


reduced  and  these  persons  become  patients  of  the  com- 
munity mental  health  centers.   However,  H.B.  145,  Laws 
of  1977,  provides  that  when  the  patient  load  at  Warm 
Springs  State  Hospital  falls  below  500,  funds  appropri- 
ated for  Warm  Springs  shall  revert  to  the  general  fund 
on  a  per  patient  basis.   These  provisions  are  incon- 
sistent and  should  be  resolved. 

The  Great  Falls  Center  is  one  of  five  regional 
mental  health  centers  in  the  state.   As  shown  below, 
the  Great  Falls  region  includes  nine  counties,  eight  of 
which  participated  in  funding  the  Center  as  of  June  30, 
1978. 

MENTAL    HEALTH 
REGIONS    IN 

MONTANA 


Connunlcy  Henlal   Health   CenCeri 


'<^^JJ;J^Non-ParticipaCing  Counties  Jf    Center   Satellite 

JUa  1978 


'Satellite  office  opened  in  Chaster  August  1978. 
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To  make  services  more  accessible  to  people  living  in 
the  region,  the  Center  maintains  satellite  offices  in 
addition  to  the  Great  Falls  offices.   Presently  there 
is  an  office  in  each  participating  county. 

Section  80-2804,  R.C.M.  1947,  provides  that  one 
county  commissioner  from  each  of  the  counties  in  the 
region  shall  serve  as  a  representative  on  the  mental 
health  corporation  board  for  a  two-year  term.   The 
governing  board  establishes  administrative  policies  for 
the  Center  within  state  and  federal  guidelines.   Other 
board  duties  include:   (1)  annual  review  and  evaluation 
of  regional  mental  health  needs  and  services,  (2)  prep- 
aration and  submission  of  the  annual  budget  and  opera- 
tional plan,   (3)  receipt  and  administration  of  all 
types  of  income  or  support,  (4)  supervision  of  appro- 
priate administrative  staff  personnel,  and  (5)  keeping 
all  records  of  the  board  and  making  reports  required  by 
the  Department  of  Institutions. 

Each  participating  county  also  has  an  advisory 
board  composed  of  persons  from  the  county  to  provide 
input  regarding  mental  health  issues  in  the  county. 
The  county  commissioner  serving  on  the  governing  board 
is  often  a  member  of  the  local  advisory  board.   The 
chairman  of  each  local  advisory  board  also  serves  on 
the  regional  advisory  board  which  provides  input  on  a 
regional  basis  to  the  governing  board. 


To  comply  with  state  and  federal  laws,  the  state's 
mental  health  centers  must  provide  a  number  of  mental 
health  services.   Section  80-2801,  R.C.M.  1947,  re- 
quires that  six  basic  mental  health  services  be  offered 
to  the  public  by  a  "community  comprehensive  mental 
health  center."  These  services  are: 

1.  Twenty- four  hour  inpatient  care. 

2.  Part-time  hospitalization. 

3.  Outpatient  service. 

4.  Emergency  service. 

5.  Consultation  and  Education. 

6.  Precare  and  aftercare. 

The  Center  obtains  funding  from  various  sources  as 
depicted  in  the  following  chart.   Total  funding  for 
fiscal  year  1977-78  was  $1,448,893. 


REVENUE  SOURCES 


"  •-5% 


Imnm  •«»  al  *■  UfoWbt  teAw 


The    Center    is    converting   from   a  manual   accounting 
system    to    a    computerized    system.       During    the     audit 
period  the  manual   system  comprised  the  primary   account- 
ing records . 
FUNDING 

The    sources    of    funding    for    the    Center    for    fiscal 
year    1977-78    are    shown    by    the    chart   on   page    7.      The 
following  tables  illustrate  funding  sources  since  1975. 


Northcentral  Montana   Community 
Mental  Health  Center 

Percentage   of  Total   Funding  by  Fiscal   Year 


Funding 
Source 

1974-75 

1975-76 

1976-77 

1977-78 

Projected 
Based  on 
Budget 
1978-79 

Federal 

42 . 0% 

54.2% 

45.2% 

43.6% 

35.5% 

State 

30.3 

30.4 

34.5 

25.4 

32.5 

Counties 

13.7 

3.9 

5.8 

6.5 

5.6 

Patient 
Fees 

13.7 

11.1 

14.0 

23.8 

25.9 

Interest 
Income 

0.3 

0.4 

0.5 

0.5 

0.5 

Endowments 
&  Gifts 

0.0 

0.0 

0.0 

0.2 

0.0 

Total  Per- 
centage 

100.0% 

100.0% 

100.0% 

100.0% 

100.0% 
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Amount  of  Funding  by  Fiscal  Year 


Projected 

Based  on 

Funding 

Budget 

Source 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

Federal 

$159,700 

$ 

618,800 

$ 

666,600 

$ 

631,815 

$   631,816 

State 

115,151 

346,794 

507,898 

368,458 

578,219 

Counties 

52,028 

44,196 

86,076 

93,822 

99,450 

Patient 

Fees 

51,964 

127,264 

206,109 

345,124 

460,585 

Interest 

Income 

967 

3,594 

6,886 

7,245 

8,000 

Endowments 

&  Gifts 

H 

2,429 
,448,893 

Total 

$379,810 

$1 

,140,648 

$1 

,473,569 

$1,778,070 

Source:      Prepared  by  the  Office   of  the   Legislative  Auditor   from  the 
Center's   financial   statements   and   current  budget. 


The    tables    illustrate    that    the    federal    grant   is 
the    largest    single    source    of    funding.      This    grant    is 
awarded   directly   to    the    Center   by   the   U.S.    Department 
of    Health,     Education,     and    Welfare    (HEW)    under   Public 
Law  94-63   to  provide   for  payroll   costs   only.      The   grant 
is     for    an    eight-year    period    which    will    end    May  31, 
1982,    and    is    on    a    declining   percentage   basis    over  the 
grant   period.      The   percentage    of    annual    budgeted   pay- 
roll   costs    funded   by   the    federal    grant    is    illustrated 
in     the     following     table.       The    expiration    dates     for 
federal  grants  statewide  is  also  presented. 


Grant  Year  Percentage 

90% 
90% 
80% 
75% 


1974- 

-75 

1975- 

-76 

1976- 

-77 

1977- 

-78 

1978- 

-79 

1979- 

-80 

1980- 

-81 

1981- 

-82 

Mental  Health  Centers 

70% 
70% 
70% 

Expiration  of  Original 
Federal  Grant 

Region  I   -  Miles  City  July  31,  1976* 

Region  II  -  Great  Falls  May  31,  1982 

Region  III-  Billings  August  31,  1979 

Region  IV  -  Helena  September  30,  1982 

Region  V   -  Missoula  December  31,  1978 

*Note:   This  Center  is  currently  under  a  three-year 
federal  "distress  grant"  due  to  expire  July  31,  1979. 

Because  the  federal  staffing  grants  have  termi- 
nated, or  will  terminate,  alternate  funding  will  be 
required  to  maintain  present  levels  of  service.   Sec- 
tion 80-2803  (2  )  ,  R.C.M.  1947,  states  in  part: 

"State  funds  specifically  appropriated  for 
regional  mental  service  contracts  shall  not 
exceed  fifty  percent  (50%)  of  the  budget 
approved  by  the  department  of  institutions. 
Furthermore,  the  department  may  establish  a 
system  whereby  funds  appropriated  to  the  Warm 
Springs  state  hospital  for  patient  care  may 
be  transferred  to  the  community  mental  health 
services  used  to  implement  the  act.   If  the 
patient  load  at  Warm  Springs  state  hospital 
is  reduced  and  these  patients  become  patients 
of  a  community  mental  health  service,   a 
portion  of  the  funds  appropriated  for  Warm 
Springs  state  hospital  may  be  used  to  supple- 
ment the  regional  budget." 

This  statute  clearly  places  a  restriction  on  state 
funding.   Therefore,  under  present  laws  the  state 
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funding  level  could  not  replace  the  federal  funding 
entirely. 

County  Contributions 

Additional  funding  could  be  derived  from  par- 
ticipating counties.   Section  80-2804(5),  R.C.M.  1947, 
allows  each  county  to  levy  up  to  one  mill  on  the  tax- 
able valuation  of  the  county,  in  addition  to  all  other 
taxes  allowed  by  law,  for  funding  mental  health  ser- 
vices.  The  effective  mill  levy  of  the  participating 
counties  in  Region  II  indicates  that  their  participa- 
tion is  not  near  the  one-mill  limit.   During  fiscal 
year  1977-78,  Region  II  counties  contributed  $93,822, 
This  is  an  effective  mill  levy  of  .38. 

The  table  on  page  8  indicates  that  the  percentage 
of  funding  derived  from  county  sources  has  been  rela- 
tively static  in  the  Great  Falls  region  over  the  last 
several  years,  ranging  between  four  to  six  and  one-half 
percent  of  the  total  funding.   If  the  entire  mill  had 
been  levied  for  fiscal  year  1977-78,  counties  could 
have  provided  approximately  $243,217  to  the  Center's 
operations.   This  would  be  equivalent  to  16  percent  of 
total  1977-78  revenue. 

The  issue  of  county  funding  is  complicated  by 
participating  counties  vs.  nonparticipating  counties. 
Section  80-2804(3),  R.C.M.  1947,  sets  forth  the  duties 
of  a  regional  mental  health  corporation  board.   Section 
80-2804(3)(b),  R.C.M.  1947,  states  in  part:   ".  .  . 
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preparation  and  submission  ...  of  plans  and  budget 
proposals  to  provide  and  support  mental  health  services 
within  the  region. "   (Emphasis  added.)   Section  80- 
2806,  R.C.M.  1947,  states:   "The  services  of  the  de- 
partment and  of  the  incorporated  regional  mental  cen- 
ters are  available  without  discrimination  on  the  basis 
of  race,  color,  creed,  religion,  or  ability  to  pay 
.  .  . "   These  sections  infer  that  services  are  avail- 
able to  all  persons  in  the  region.   Participating 
counties  must  bear  a  portion  of  the  cost  of  services  of 
those  persons  who  cannot  afford  to  pay  but  who  live  in 
nonparticipating  counties.   During  fiscal  year  1977-78 
the  Center  provided  services  to  a  number  of  patients 
from  nonparticipating  counties.   However,  a  Chouteau 
county  commissioner  informed  us  that  the  Center  refused 
services  to  other  residents  from  that  county. 

Center  employees  advised  us  that  Chouteau  County 
refuses  to  participate  because  it  considers  charges 
based  upon  assessed  value  unfair.   Chouteau  County 
representatives  have  proposed  a  charge  based  upon  the 
county  population  because  they  contend  the  cost  of 
mental  health  services  is  directly  related  to  persons, 
not  property  values . 

Statewide  there  is  no  standard  method  to  determine 
individual  county  funding  levels.   We  contacted  offi- 
cials of  other  Montana  regional  mental  health  centers 
and  determined  that  three  regions  charge  counties  on  a 
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per  capita  basis.  Another  region  bases  its  county 
charges  on  a  combination  of  population  and  property 
valuation. 

A  standard  method  of  allocating  county  funding 
levels  may  overcome  the  present  objections  of  non- 
participating  counties. 

RECOMMENDATION 

We  recommend  that  the  Department  of  Institutions  work  with 
the  regional  mental  health   centers  to  implement  a  standard 
method  of  determining  county  funding. 

Patient  Fees 

Patient  fees  are  a  potential  source  of  increased 
funding.   However,  the  Center's  director  advised  us 
that  this  would  be  a  limited  source  of  funding  since 
many  patients  are  unable  to  pay.   Interest  income  and 
endowments  are  not  significant,  and  it  is  not  antici- 
pated that  they  will  provide  any  funding  above  the 
present  levels. 

With  the  termination  of  the  federal  grants,  de- 
cisions must  be  made  concerning  the  future  funding  of 
the  Center's  operations. 
SBAS  ACCOUNTING 

In  his  Budget  Analysis  presented  to  the  1977 
Legislature,  the  Legislative  Fiscal  Analyst  stated  with 
regard  to  community  mental  health  centers  that,  "The 
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diversity  of  fund  sources  for  each  region  along  with  a 
fragmented  and  non-standardized  reporting  and  account- 
ing systems  makes  accountability  very  difficult." 
(Page  354.)  He  recommended,  "The  mental  health  centers 
should  utilize  the  statewide  budgeting  and  accounting 
system  (SBAS)  so  that  all  funds  and  expenditures  of 
each  mental  health  region  be  easily  identified  in 
SBAS."   Id. 

In  H.B.  145,  Laws  of  1977,  the  legislature  acted 
to  standardize  the  mental  health  centers '  accounting 
systems  by  requiring  that,  "All  funds  for  community 
mental  health  programs  shall  pass  through  the  state 
treasury  for  accounting  purposes,  unless  prohibited  by 
law."   The  Department  of  Institutions  requested  an 
opinion  from  the  Attorney  General  to  determine  if  there 
were  any  legal  prohibitions  regarding  the  treasury 
pass- through  requirement.   The  Attorney  General  held: 
"State  grants  to  regional  mental  health  centers  are 
properly  conditioned  upon  each  recipient  center  ac- 
counting for  all  of  its  funds  through  the  State  Trea- 
sury and  the  Statewide  Budget  and  Accounting  S^^tiem." 
(Volume  37,  Opinion  Number  127.)   Neither  the  Center 
nor  the  Department  of  Institions  is  in  compliance  with 
this  provision  of  the  appropriation  bill. 

In  recognizing  the  need  for  standardized,  compar- 
able reporting  and  accounting  systems  for  each  center, 
we  question  the  need  for  the  Center  to  utilize  SBAS. 
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Section  80-2804(2),  R.C.M.  1947,  provides  in  part,  that 
centers  shall  be  private,  nonprofit  corporations  and 
".  .  .  shall  not  be  considered  agencies  of  the  depart- 
ment or  the  State  of  Montana  ..."   Section  80- 
2803(2),  R.C.M.  1947,  states  in  part,   "State  funds 
specifically  appropriated  for  regional  mental  health 
corporations  shall  not  exceed  fifty  percent  (50%)  of 
the  budget  approved  by  the  department  of  institutions." 

The  table  on  page  8  illustrates  the  percentage  of 
funding  received  by  the  Center  from  various  sources . 
The  table  indicates  that  state  funds  are  not  the  major 
source  of  funding  for  the  Center,  although  they  are 
significant.   Including  Warm  Springs  State  Hospital 
funds  transferred  to  the  Center,  the  maximum  amount  of 
funding  from  state  sources  in  prior  years  was  34.5 
percent  in  fiscal  year  1976-77.   For  fiscal  year  1977- 
78,  state  funding  was  25.4  percent.   No  Warm  Springs 
State  Hospital  funds  were  transferred  during  1977-78. 

For  an  entity  to  use  SBAS  as  its  accounting  sys- 
tem, the  entity's  moneys  must  be  deposited  in  the  state 
treasury.  Because  the  Center  is  a  private,  nonprofit 
corporation  and  receives  most  of  its  funding  directly 
from  sources  other  than  the  state,  it  is  questionable 
if  SBAS  would  be  the  most  desirable  accounting  system 
for  the  Center.  Since  SBAS  is  operated  in  Helena  and 
requires  sending  duplicate  documentation  to  Helena,  it 
would  be  more  cumbersome  to  use  than  the  Center's 
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present  system.   In  addition,  the  generally  accepted 
accounting  and  reporting  requirements  for  voluntary 
health  and  welfare  organizations  are  different  from  the 
requirements   for  governmental   organizations.    For 
example,  state  government  accounting  principles  ordi- 
narily require  modified  accrued  accounting.   The  Cen- 
ter's generally  accepted  principles  require  full  ac- 
crual accounting.   The  Center  is  required  to  depreciate 
its  fixed  assets.   State  entities  do  not  ordinarily 
depreciate  fixed  assets.   The  Center  is  not  allowed  to 
expense  encumbrances  as  the  state  does. 

If  the  five  regional  centers  adopted  a  standard- 
ized accounting  and  reporting  system,  the  problems 
noted  by  the  Legislative  Fiscal  Analyst  would  be  re- 
solved.  Use  of  a  standardized  accounting  system  oper- 
ated outside  the  state  treasury  would  also  preserve  the 
intent  of  separate  local  controls  on  a  regional  center 
basis  as  opposed  to  state  agency  control.   However, 
there  would  be  comparability  between  centers  to  allow 
the  gathering  of  financial  information  on  a  statewide 
basis.   Such  a  system  could  also  provide  information 
directly  to  the  federal  and  county  entities  which 
contract  for  services  on  an  individual  center  basis. 

Our  work  included  only  a  review  of  the  accounting 
system  employed  by  the  Great  Falls  regional  center; 
however,  representatives  of  the  various  centers  have 
held  several  meetings  to  begin  developing  standardized 
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accounting  for  all  centers.   In  cooperation  with  the 
Department  of  Institutions,  the  centers'  personnel  have 
developed  a  standardized  budget  format  and  standardized 
expenditure  reports.   The  centers  have  designed  forms 
to  standardize  the  reporting  of  patient  contacts  and 
caseloads.   However,   Center  officials  stated  that 
comparable  data  is  not  currently  available. 

The  centers  are  not  currently  using  a  uniform 
detailed  chart  of  accounts.   However,  even  a  uniform 
chart  of  accounts  will  not  necessarily  provide  compar- 
able financial  information  between  regional  centers 
unless  detailed  instructions  are  developed  which  spe- 
cifically identify  how  information  should  be  reported. 
The  reporting  of  patient  contacts  and  caseloads  also 
requires  detailed  guidelines  to  ensure  comparability. 

The  Department  of  Institutions  should  mandate 
uniform  accounting  for  all  centers  and  should  condition 
further  receipt  of  state  funds  upon  the  adoption  and 
implementation  of  a  uniform  accounting  system. 

RECOMMENDATION 

We   recommend    that   the    Department   of   Institutions    require 
uniform  accounting  and  reporting  for  all  regional  centers  and 
ensure  comparability  between  regions. 
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FINANCIAL  REPORTING 

Currently  the  Center  does  not  report  expenditures 
on  a  functional  basis  as  required  by  generally  accepted 
accounting  principles  for  voluntary  health  and  welfare 
organizations.   The  Center  should  account  for  expendi- 
tures by  program  service  and  should  account  separately 
for  administrative  and  general  expenditures.   Account- 
ing for  costs  by  type  of  service  provides  the  informa- 
tion needed  to  set  fees  for  each  service  and  provides 
information  to  management  and  funding  bodies  which  they 
can  use  as  a  basis  for  making  management  and  funding 
decisions.   The  Department  of  Institutions  should 
ensure  that  all  regional  centers  follow  generally 
accepted  accounting  principles  to  provide  uniform 
reporting  between  centers . 

RECOMMENDATION 

We    recommend    that    the    Center,    in    cooperation   with   the 
Department  of  Institutions,    implement  procedures  to  provide 
for  the  functional  classification  of  expenditures. 

INTERNAL  CONTROL 

As  part  of  our  examination  we  made  a  study  and 
evaluation  of  the  Center's  system  of  internal  account- 
ing control  to  establish  a  basis  for  reliance  thereon 
in  determining  the  nature,  timing,  and  extent  of  other 
auditing  procedures  necessary  for  expressing  an  opinion 
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on  the  financial  statements  and  to  assist  in  planning 
and  performing  our  examination  of  the  financial  state- 
ments . 

The  objective  of  internal  accounting  control  is  to 
provide  reasonable,  but  not  absolute,  assurance  as  to 
the  safeguarding  of  assets  against  loss  from  unauthor- 
ized use  or  disposition,  and  the  reliability  of  finan- 
cial records  for  preparing  financial  statements  and 
maintaining  accountability  for  assets.   The  concept  of 
reasonable  assurance  recognizes  that  the  cost  of  a 
system  of  internal  accounting  control  should  not  exceed 
the  benefits  derived  and  also  recognizes  that  the 
evaluation  of  these  factors  necessarily  requires  esti- 
mates and  judgments  by  management. 

Our  examination  would  not  necessarily  disclose  all 
weaknesses  in  the  system  of  internal  accounting  control 
because  it  was  based  upon  selective  tests  of  accounting 
records  and  related  data.   However,  our  study  and 
evaluation  disclosed  conditions  that  we  believe  to  be 
material  weaknesses  in  the  internal  accounting  controls 
established  by  the  Center  and  the  Center's  compliance 
with  those  controls.   We  discuss  these  weaknesses  in 
this  report. 
Expenditures 

Invoices  are  not  cancelled  when  paid.   To  avoid 
the  possibility  of  duplicate  payment  all  invoices 
should  be  cancelled. 
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Claim  forms  are  not  prenumbered.  To  provide  a 
method  to  account  for  all  claim  forms  they  should  be 
prenumbered. 

The  Center  presently  holds  the  accounting  records 
open  at  year-end  until  all  expenditures  for  the  year 
have  been  paid.   The  records  for  the  fiscal  year  ended 
June  30,  1978  were  not  closed  until  the  middle  of 
August  1978.   This  problem  was  also  noted  by  prior 
auditors.   The  Center  should  establish  a  system  for 
accruing  expenditures  at  year-end.   Such  a  system  would 
properly  record  expenditures  for  the  fiscal  year  and 
would  allow  the  records  to  be  closed  promptly. 

The  Center  has  no  formal  documentation  for  receipt 
of  materials.   Verbal  notification  to  the  accounting 
secretary  is  often  the  only  notice  that  materials  were 
actually  received.   To  assure  that  the  Center  pays  only 
for  items  actually  received,  the  Center  should  imple- 
ment a  system  of  formal  documentation. 

The  Center  utilizes  a  combination  purchase  order/ 
claim  form.   For  some  vendors,  no  purchase  order  is 
prepared  when  an  order  is  placed  by  telephone.   In  some 
instances  a  photocopied  claim  form  is  used  to  generate 
a  check.   To  comply  with  Section  16-1802,  R.C.M.  1947, 
Center  policies  require  that  vendors  sign  a  claim  that 
states,  "I  certify  that  this  claim  is  correct  and  just 
in  all  respects,  and  that  payment  or  credit  has  not 
been  received"  before  that  claim  can  be  paid.   This  is 
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not  a  feasible  requirement  because  vendors,  in  many 
instances,  do  not  return  signed  copies  of  the  claims. 
This  statute  is  designed  to  provide  adequate  documenta- 
tion for  claims;  however,  a  detailed  invoice  from  the 
vendor  would  provide  sufficient  documentation  of  the 

claim. 

To  provide  adequate  internal  controls  and  to 
document  proper  authorization  for  expenditures,  the 
Center  should  establish  a  dollar  limit  over  which  pur- 
chase orders  are  prepared  for  all  purchases,  and  only 
the  original  claim  form  should  be  utilized  to  generate 
a  check. 

Center  policies  require  that  to  be  approved  for 
payment  each  claim  must  be  signed  by  the  secretary/ 
treasurer  of  the  governing  board  and  the  Center's 
business  manager.   During  a  review  of  year-end  expendi- 
ture items,  we  noted  several  checks  had  been  issued 
before  the  supporting  claim  forms  had  been  approved  by 
the  business  manager.   According  to  the  Center's  pol- 
icy, these  checks  represent  unauthorized  disbursements. 
Cash  Receipts  and  Revenue 

The  Center's  accounting  system  does  not  maintain  a 
comprehensive  record  of  cash  receipts,   rather  the 
recording  of  receipts  is  fragmented.   Depending  upon 
the  type  of  receipt,  the  cash  may  be  initially  recorded 
in  several  different  sets  of  records.   Such  a  system 
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does  not  provide  an  adequate  audit  trail  to  trace  cash 
from  initial  receipt  to  bank  records.  Utilization  of  a 
cash  receipts  journal  to  record  all  cash  receipts  would 
alleviate  this  problem. 

Daily  listings  of  cash  receipts  from  satellite 
offices  do  not  always  contain  the  preparers'  names  or 
signatures.   To  fix  responsibility  for  initial  receipt 
moneys,  the  person  preparing  the  cash  listing  should 
sign  the  listing. 

The  satellite  offices  utilize  prenumbered  receipts 
for  payments  made  in  person  at  the  offices;  however, 
because  the  administrative  office  does  not  account  for 
the  receipt  numbers,  no  control  is  provided  under  the 
present  use  of  prenumbered  receipts. 

The  Center  does  not  promptly  deposit  cash  re- 
ceipts.  Receipts  are  often  held  in  a  fireproof  file 
cabinet  for  several  weeks  until  a  deposit  is  made.   To 
reduce  the  risk  of  loss  and  to  increase  interest  earn- 
ings, the  Center  should  promptly  deposit  all  receipts. 

Checks  initially  received  at  the  clinical  offices 
are  not  restrictively  endorsed  until  they  are  delivered 
to  the  administrative  office.   To  reduce  the  risk  of 
loss  all  checks  should  be  restrictively  endorsed  when 
initially  received. 

There  is  inadequate  segregation  of  duties  for  the 
cash  receipting  functions.   The  secretary  who  records 
accounts  receivable  also  receives  patient  payments  and 
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prepares  the  deposits  for  patient  fees.   The  secretary 
who  maintains  the  general  ledger  also  performs  cash 
receipting  functions  and  served  as  the  mail  opener  when 
the  regular  person  was  on  vacation. 
Accounts  Receivable 

There  is  inadequate  segregation  of  duties  for  the 
accounts  receivable  function.  One  person  performs  all 
of  the  accounts  receivable  functions  listed  below: 

1.  Receipt  of  payments. 

2.  Preparation  of  deposits. 

3.  Preparation  of  special  types  of  state- 
ments . 

4.  Review  and  mailing  of  all  statements. 

5.  Settling  of  disputed  items  or  differ- 
ences reported  by  clients. 

6.  Approving  all  credit  adjustments. 

In  order  to  provide  adequate  internal  controls  these 
functions  should  not  be  vested  in  the  same  person. 

During  the  secretary's  absence  these  functions  are 
not  rotated  to  other  staff  members.   Rotating  these 
functions  would  provide  some  control  to  detect  poten- 
tial errors  or  irregularities. 
Payroll 

We  noted  certain  weaknesses  in  the  internal  con- 
trols over  payroll  processing.   These  weaknesses  result 
from  the  concentration  of  payroll  duties  in  one  person. 
The  payroll  clerk  prepares  the  prepayroll  documents, 
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makes  any  necessary  changes  in  the  payroll  information, 
inputs  the  payroll  information  into  the  computer  to 
process  a  payroll  summary  list,  compares  the  summary 
list  to  the  prepayroll  information  and  if  the  informa- 
tion agrees  prints  the  payroll  checks  on  the  computer. 
The  clerk  takes  the  checks  off  the  computer  and  puts 
them  through  a  check  protector.   The  clerk  totals  the 
amounts  and  compares  them  to  the  payroll  summary  list. 
She  then  gives  the  checks  to  both  authorized  check 
signers.   Center  procedures  require  the  director  and  a 
member  of  the  governing  board  to  sign  payroll  checks. 
However,  the  board  member's  signature  is  affixed  by  a 
rubber  stamp  which  is  maintained  by  the  board  member's 
secretary.   After  the  checks  are  signed,  the  payroll 
clerk  places  the  checks  in  the  mail  for  distribution. 
The  payroll  clerk  also  posts  the  payroll  to  the  payroll 
register  and  prepares  and  mails  W-2  withholding  forms. 

Center  officials  stated  that  they  utilize  password 
controls  to  prohibit  unauthorized  access  to  the  com- 
puter, and  the  payroll  checks  require  two  signatures; 
therefore,  these  controls  should  be  adequate. 

No  appropriate  Center  official  formally  approves 
or  reviews  the  payroll.  Therefore,  having  two  signa- 
tures on  the  checks  may  not  detect  payments  to  ficti- 
tious employees.  Password  controls  prohibit  persons 
other  than  the  payroll  clerk  from  running  the  payroll 
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programs  and  printing  checks;  however,  to  improve  con- 
trols the  payroll  clerk  should  not  have  access  to  the 
computer  terminal  or  the  payroll  checks. 

The  payroll  clerk  made  certain  changes  without 
documentation  to  support  the  changes.   In  two  instances 
merit  increases  were  made  in  the  payroll  without  any 
documentation  from  the  state  merit  system  approving  the 
increases.   Approval  for  increases  is  sometimes  only 
verbal.   The  Center  should  require  that  all  changes  be 
supported  by  written  documents   authorizing  these 
changes  and  the  prepayroll  be  reviewed  and  approved  by 
a  proper  official. 

The  Center  does  not  have  after-the-fact  payroll. 
As  discussed  on  page  43,  during  the  audit  period  the 
Center  did  not  maintain  adequate  time  records  to  sup- 
port the  payroll.  To  ensure  the  payroll  is  adequately 
supported,  it  should  be  prepared  only  after  all  neces- 
sary time  and  attendance  records  have  been  submitted 
each  pay  period.  Processing  the  payroll  on  a  biweekly 
rather  than  a  semimonthly  basis  would  facilitate  pay- 
roll processing. 

RECOMMENDATION 

We  recommend  that  the  Center  initiate  procedures  to  correct 

the  internal  accounting  control  weaknesses  noted  above. 
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We  recommend  that  legislation  be  enacted  deleting  the  certifi- 
cation requirement  of  Section  16-1802,  R.C.M.  1947. 

COST  OF  SERVICES 

The  Center  has  a  complex  fee  schedule  for  the 
various  types  of  services  provided.   An  individual's 
fee  is  determined  by  the  client's  ability  to  pay.   The 
fee  schedule,  however,  is  not  based  on  the  actual  costs 
of  client  services.   Until  July  1978,  the  Center  did 
not  have  the  capability  to  readily  determine  actual 
costs  per  service. 

Since  July,  the  Center  has  been  using  a  computer 
program  to  provide  cost  information  for  each  service. 
However,  the  fee  schedule  has  not  yet  been  revised 
based  upon  the  cost  information  provided. 

The  direct  individual  outpatient  charge  is  $30  per 
hour.   Center  officials  explained  that  the  $30  per  hour 
charge  is  based  on  the  maximum  charge  allowable  for 
payment  by  Medicaid.   The  charge  for  day  treatment 
services  is  $3  per  hour.   This  rate  is  also  determined 
by  the  maximum  charge  allowable  by  Medicaid  based  on  a 
six-hour  day  and  a  maximum  allowable  charge  of  $18  per 
day.   The  Center  had  no  cost  basis  support  for  these 
rates. 

Group  therapy  rates  are  one-half  the  outpatient 
charge,  or  $15  per  hour  per  person.  The  justification 
for  lower  rates  for  group  therapy  is  that  one  therapist 


26 


can  provide  services  to  several  people  simultaneously. 
However,  the  group  rate  does  not  consider  the  size  of 
the  group. 

The  rates  charged  for  services  by  a  pyschiatric 
physician  are  those  rates  included  in  the  Montana 
Medical  Association  Relative  Value  Schedule  Codes. 
Depending  upon  the  type  of  service  performed,  hourly 
rates  ordinarily  range  from  $40  to  $64  per  hour. 

The  hourly  cost  figures  for  the  various  services 
as  shown  in  the  following  tables  indicate  that  the 
actual  cost  per  service  is  often  higher  than  the  rate 
charged. 


Service  Costs  by  Direct  Service  Patient  Hours 
for  July,  August,  and  September  1978* 


Average  Cost  Per 
Patient  Hour  For 
All  Session  Types 

$57.87 

8.12 
55.85 
35.58 
50.74 
23.25 


Service  Type 

Average  Cost  Per 
Patient  Hour  for 
all  Session  Types 
Other  than  Group 

Group  Session 

Cost  Per 
Patient  Hour 

Inpatient 

$59 

$16.09 

Partial  Hospi- 
talization 

41 

6.71 

Emergency 

57 

25.82 

Outpatient 

47 

9.95 

Consultation 

51 

NA 

Transitional 

41 

6.59 

Total  Patient 
Hours  in  Service 

559 


9,654 
226 

5,595 
971 
217 


Source:   Information  provided  by  the  Center  for  the  first  three  months  of  fiscal  year  1978-79. 

*The  difference  in  the  hourly  rates  is  the  result  of  excluding  or  including  group  therapy 
session  costs  in  the  average  patient  hour  cost  determination.   The  total  average  cost  per 
patient  hour  for  all  service  types  is  $21.88  per  hour  for  the  first  three  months  of  fiscal 
year  1978-79. 
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A  more  reasonable  method  to  determine  rates 
charged  for  services  would  be  to  divide  total  costs 
incurred  to  provide  a  service  by  total  billable  hours 
for  each  type  of  service.   Group  therapy  rates  should 
be  determined  separately  based  on  group  session  costs. 

The  Center  uses  a  sliding  scale  to  determine 
individual  fees  charged  based  on  the  patient's  ability 
to  pay.   The  fee  calculation  should  be  based  on  the 
actual  cost  of  service  so  that  those  patients  with  the 
ability  to  pay  will  be  billed  for  the  cost  of  the 
services  received. 

RECOMMENDATION 

We  recominend  that  the  Center  base  its  billing  rates  on  the 

costs  of  services  provided. 

MANAGEMENT  INFORMATION  SYSTEM  AND  COMPARABILITY 

The  Center  has  been  criticized   by  the  Mental 
Disabilities  Board  of  Visitors  because  its  established 
fee  schedule  was  considered  excessive.   As  discussed 
above,  the  present  fee  schedule  does  not  cover  the  cost 
of  services.   In  order  to  cover  costs  it  appears  that 
the  fee  schedule  must  be  increased  for  certain  ser- 
vices.  However,  raising  the  fee  schedule  would  con- 
tradict the  observation  made  by  the  Mental  Disabilities 
Board  of  Visitors. 
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To    explore    this     apparent    contradiction,     we    at- 
tempted    to     analyze    the    efficiency    of    the    Center    by 
comparing  its   operations  with  the   other   regional  mental 
health   centers.      The    following   table   illustrates   staff 
usage  patterns    for  the   last  half  of   fiscal   year   1977-78 
as    reported    in    the    quarterly    statistical    reports   pre- 
pared by   the  Center   and  submitted  to   the  Department  of 
Institutions. 


January-March   1978 
Leave   Included 


April-June   1978 
Leave   Included 


Staff  Usage 

Hours 

Percent 

Hours 

Percent 

Direct  Service 

8: 

,257 

22.8 

8,569 

21.2 

Case  Consultation 

299 

.8 

210 

0.5 

Program  Consulta- 

tion 

405 

1.1 

269 

0.7 

Public  Information 

and  Public  Educa- 

tion 

837 

2.3 

687 

1.7 

Other  Indirect 

Services 

5 

,009 

13.9 

6,160 

15.2 

Administrative 

Services 

21 

,367 

59.1 

24,588 

60.7 

TOTAL 

36 

,174 

100.0 

40,483 

100.0 

Source:      Quarterly  Mental   Health  Statistics   Report   submitted   to 

the  Department   of   Institutions   by  the   Great  Falls   Center. 
(Center  officials    later   stated   that   this    information   is 
not   accurate.) 


As  shown  above,  the  percentage  of  direct  service 
time  appears  low  in  relation  to  administrative  service 
time.       The    low    direct    service    time     (billable    time) 


29 


affects    the    cost    of    services.      Increasing   direct    ser- 
vice   hours    for  each  staff  member  would  reduce  per  hour 
rates   that  the   Center  must  charge  patients   to   cover   the 
costs  of  services. 

Based    on    the    comparision  of  quarterly  statistical 
reports   as   submitted  to   the  Department  of   Institutions, 
the    Great    Falls    Center   has    a   higher    ratio   of  staff  to 
patients   and  a   lower  percentage   of  direct  service  hours 
than   most    other    regional    mental    health   centers    in   the 
state.      The   following  table   illustrates   comparisons    for 
the  quarter  ending  June  1978. 


Coaparlson  of  Direct  Service  Tine  to 
Adninistrative  Tiae 


Total  Full-Time 
Equivalent  Staff 

Region  I 
Miles  City 

37.5 

Region  II 
Great  Falls 

71.5 

Region  III 
Billings 

67.6 

Region  IV 
Helena 

49.3 

Region  V 
Missoula 

37.8 

Percentage  of  Total 
Hours  Direct  Service 

A1.4 

21.2 

28.9 

19.2 

24 

Percentage  of  Total 
Hours  Adninistrative 

39.3 

60.7 

51.3 

45.4 

66 

Year  End  Caseload  Total 

2,929 

1,542 

1,764 

1,442 

805 

Year  End  Caseload  Per 
Staff  Excluding  Admin- 
istrative &  Clerical 
Staff 

122.04 

30.84 

38.15 

43.70 

40.25 

Nuaber  of  People  Who 
Received  Services 
(Unduplicated  Count)        1,292 

Ratio  of  Staff  per 
Clients  Served  Ex- 
cluding Administrative 
&  Clerical  Staff  .02 


1,403 


.04 


1,383 


.03 


1,063 


.03 


1,453 


Source:   OLA  conpiled  froa  statistical  reports  submitted  to  the  Department  of  Institutions. 
(Center  officials  later  stated  that  this  information  is  not  accurate.) 

Note:   Center  officials  expressed  concern  that  the  information  presented  in  the  table  may  not  be 
comparable  between  regions.   They  believed  that  cost  information  would  provide  for  a  more  meaning- 
ful comparison.   However,  officials  st  the  Department  of  Institutions  stated  that  they  have  no 
major  problems  with  the  Information  presented.   The  cost  information  requested  by  the  Center  is 
not  presently  available;  therefore,  no  comparison  is  possible  on  a  cost  basis. 

The  problem  of  comparative  information  is  discussed  on  pages  17  and  32.   Concerns  expressed  by 
the  Great  Falls  officials  pinpoint  the  need  for  the  different  regional  centers  to  report  infor- 
mation on  a  comparative  basis. 
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Another  way  to  increase  the  Center's  efficiency  is 

to  decrease  the  operating  costs.   This  could  be  done  by 

providing  the  same  level  of  direct  services  with  a 

reduction  in  staff.   Fiscal  year  1977-78  wages  and 

benefits  accounted  for  80  percent  of  the  Center's  total 

operating  expenses.   Therefore,  a  reduction  in  staff 

could  significantly  reduce  total  operating  costs.   The 

following  table  shows  the  staffing  patterns  for  the 

last  quarter  of  fiscal  year  1977-78. 

Staffing 

Full-Time  April- 

Equivalents  June  1978 

Psychiatrists  3 

Psychologist--M.A.  and  Above  14 

Social  Workers--MSW  (or  M.A.) 
and  Above  11 

Other  Social  Workers  2 

Registered  Nurses--A.A.  and  Above  1 

Licensed  Practical  or  Vocational  Nurses  1 

Other  Mental  Health  Professionals 

B.A.  Level  9.5 

Mental  Health  Workers--Less  Than 

B.A.  Level  -  Center  staff  9 

VISTA  personnel  -  10 

Administrative  &  Other  Professional 
(Nonhealth)  Staff  5 

All  Other  Staff  (Clerical, 

Maintenance,  etc.)  16.5 

TOTAL  72 


Source:   Quarterly  Mental  Health  Statistics  Report  submitted  to  the 
Department  of  Institutions.   (Center  officials  later  stated 
that  this  information  is  not  accurate.) 
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The  total  does  not  include  the  VISTA  Mental  Health 
workers . 

Center  officials  stated  that  the  full-time  equiva- 
lent staff  total  of  72  is  incorrect;  the  correct  figure 
should  be  65.   According  to  Center  officials,  the 
staffing  figure  on  the  quarterly  report  includes  some 
part-time  employees.   They  said  this  was  an  error  on 
the  Center's  part.   However,  the  error  does  not  sig- 
nificantly alter  the  statistical  information  presented 
in  the  tables  on  pages  29  and  30. 

Based  on  available  statistics,  the  Great  Falls 
Mental  Health  Center  has  the  lowest  staff  utilization 
in  direct  client  service  of  the  five  regions.   The 
percentage  of  direct  service  hours  compared  to  the 
percentage  of  administrative  hours  appears  low  in  all 
regions. 

We  made  these  comparisons  to  look  at  efficiency 
and  direct  service  hours  and  found  apparent  problems. 
The  purpose  of  the  reports  used  in  our  comparisons 
should  be  to  enable  interested  parties  to  make  analyses 
and  comparisons  between  regional  centers.   However, 
Center  officials  stated  that  their  reports  contained 
inaccurate  data  and  they  question  the  accuracy  of  the 
other  centers'  reports.   The  Department  of  Institutions 
should  require  accurate  and  comparable  information  from 
the  regional  centers. 
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RECOMMENDATION 

We     recommend    that    the    Center,     in    cooperation    with    the 

Department  of  Institutions: 

1.  Evaluate  procedures  to  increase  direct  service  hours  for 
each  staff  member. 

2.  Evaluate  present  staffing  levels. 

We  recommend  that  the  Department  of  Institutions  require 
accurate  and  comparable  management  information  from  the 
regional  centers. 

REVENUE 

The  Center  received  funding  from  the  following 

sources  during  fiscal  year  1977-78. 

Source  Amount 

Federal  Government 
State  Government 
Participating  Counties 
Net  Patient  Revenue 
Interest  Income 
Endowment  Income 
TOTAL 

We  noted  errors  and  weaknesses  in  the  reporting 
and  accounting  for  revenue  by  the  Center.   These  prob- 
lems are  discussed  in  the  following  sections. 
Accounting 

The  Center  did  not  properly  account  for  its  reve- 
nue during  fiscal  year  1977-78.   The  Center's  chart  of 
accounts  does  not  include  individual  accounts  for  the 
various  revenue  sources.   For  example,  the  Center 
recorded  endowment  receipts  as  patient  revenue  because 

33 


$ 

631, 

,815 

368, 

,458 

93, 

,822 

345, 

,124 

7, 

,245 

2 

,429 

$1 

,448 

,893 

there  is  no  account  for  endowment  revenue.   Additional- 
ly, the  Center  does  not  record  revenue  from  federal, 
state,  and  county  sources  in  accordance  with  generally 
accepted  accounting  principles. 

RECOMMENDATION 

We  recommend  that  the  Center  properly  record  revenue  in 

accordance  with  generally  accepted  accounting  principles. 

Patient  Income  and  Donated  Services 

The  Center  did  not  properly  record  patient  income 
for  the  first  eight  months  of  the  fiscal  year.   The 
Center  recorded  only  the  amount  that  was  billable  to 
the  patient  based  on  the  patient's  ability  to  pay. 
Generally  accepted  accounting  principles  dictate  that 
patient  income  be  based  on  the  full  price  of  the  ser- 
vice provided.   In  a  nonprofit  operation  the  price  of 
the  service  should  equal  the  cost  of  that  service. 
When  the  patient  cannot  afford  the  cost  of  the  service 
and  is  billed  at  a  reduced  rate,  the  difference  between 
the  cost  of  the  service  and  the  rate  billed  should  be 
recorded  as  donated  services .   Donated  services  is  a 
reduction  against  patient  income.   The  Center  did  not 
record  donated  services  for  the  first  eight  months  of 
fiscal  year  1977-78.   Due  to  the  complex  fee  schedule 
for  the  various  services,  it  was  not  feasible  to  recom- 
pute what  the  proper  amounts  of  patient  income  and 
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donated  services  should  have  been  for  the  first  eight 
months . 

During  the  audit  period  the  Center  implemented  an 
accounting  system  which  properly  recorded  donated 
services  and  patient  income  for  the  last  four  months  of 
the  year.   However,  because  the  first  eight  months  were 
not  properly  accounted  for,  the  amounts  of  donated 
services  and  patient  income  recorded  by  the  Center  for 
fiscal  year  1977-78  are  not  correct.   Because  the 
Center  corrected  the  method  of  recording  patient  in- 
come, we  have  made  no  recommendation  in  this  area. 
County  Contracts 

The  Center  does  not  have  formal  contracts  with 
participating  counties  in  the  region.  The  Teton  County 
Attorney  issued  a  legal  opinion  which  stated  "...  the 
county  cannot  turn  over  such  funds  to  a  private  corpo- 
ration without  a  contract  whereby  the  corporation  is 
obligated  to  provide  services  or  property  in  return  for 
the  funds."   Based  on  this  opinion,  the  Center  has 
prepared  a  proposed  contract  form;  however,  as  of 
August  1978  no  contracts  have  been  executed  with  any 
counties  in  the  region. 

RECOMMENDATION 

We  recommend   that  the  Center  execute  formal  contracts  with 

eaph  participating  county. 
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PATIENT  FEES 

As  discussed  on  page  26,  the  Center  has  a  complex 
fee  schedule  which  varies  depending  on  the  type  of 
service  provided  and  the  patient's  ability  to  pay.   In 
a  review  of  patient  fees  we  found  20  percent  of  the 
fees  charged  in  our  sample  were  incorrect.   In  a  few 
instances  the  errors  were  attributable  to  key  punch, 
errors  or  misunderstandings  in  recording  the  informa- 
tion.  In  most  instances  there  was  no  documentation  for 
the  variance  from  the  schedule. 

When  a  client  initially  seeks  services,  the  Center 
obtains  background  information  to  provide  a  basis  for 
fee  determination.   Factors  which  affect  the  fee  deter- 
mination are  the  type  of  service  to  be  provided,  the 
liability  for  the  fee,  the  client's  family  income,  and 
the  number  of  persons  in  the  family.   This  information 
is  utilized  to  determine  a  fee  from  the  fee  matrix. 
The  background  information  and  fee  are  recorded  on  an 
intake  sheet.   The  intake  sheets  are  then  input  to  the 
computer  system.   In  the  event  these  factors  subse- 
quently change.  Center  personnel  must  prepare  an  up- 
dated intake  sheet  in  order  to  revise  the  fee. 

According  to  Center  officials,  prior  to  March  1978 
therapists  formerly  had  the  discretion  to  vary  from  the 
established  fee  schedule  if  they  believed  special 
conditions  warranted  such  action.   Any  variance  was 
subject  to  approval  by  the  assistant  director.  This 
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policy  has  since  been  changed,  and  currently  there  are 
to  be  no  variations  from  the  fee  schedule.   Some  of  the 
errors  noted  in  our  review  were  the  result  of  no  docu- 
mentation or  approval  for  variance  from  the  established 
fee  schedule. 

RECOMMENDATION 

We  recommend  that  the  Center  adhere  to  its  established  fee 

schedule. 

Updated  Intake  Sheets 

During  the  period  a  client  is  treated,  factors 
affecting  the  fee  such  as  insurance  coverage  or  income 
level  may  change.   Center  policy  requires  an  updated 
intake  sheet  to  be  prepared  to  document  the  change. 
One  copy  of  the  intake  sheet  is  to  be  filed  in  the 
patient  files  and  one  copy  filed  at  the  Administrative 
Office.   This  did  not  always  happen.   In  some  instances 
changes  were  not  documented. 

We  noted  one  instance  where  a  fee  had  been  estab- 
lished but  there  was  no  intake  sheet  to  support  the 
fee.   In  another  instance  a  patient  initially  received 
emergency  treatments  in  1975.   At  that  time  his  income 
was  "unknown"  on  the  intake  sheet  and  the  fee  was 
recorded  as  a  "no-charge."   This  patient  has  been 
receiving  regular  treatment  since  1975  but  he  is  still 
a  "no-charge"  because  his  income  level  and  ability  to 
pay  are  unknown. 
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These  are  two  specific  instances  where  intake 
sheets  were  not  updated.   In  our  review  we  noted  sev- 
eral other  instances  where  the  information  was  not 
current.   The  Center  should  require  adherence  to  its 
policy  which  requires  that  any  changes  in  fees  charged 
patients  be  documented  with  updated  intake  sheets. 

RECOMMENDATION 

We  recommend  that  the  Center  require  all  changes  in  client 

status  be  documented  on  updated  intake  sheets. 

Data  Entry 

In  tracing  patient  contacts  we  found  several 
errors  in  the  records  which  were  attributed  to  key 
punch  errors.   While  it  is  virtually  impossible  to 
eliminate  all  such  errors,  certain  control  procedures 
exist  to  detect  data  entry  errors.   The  Center  recently 
began  verifying  key  punched  data  to  detect  errors; 
however,  verifying  alone  will  not  detect  all  data  entry 
errors.   The  use  of  "batch  processing"  and  "hash 
totals"  would  also  help  to  detect  errors  of  this  na- 
ture.  Presently  the  Center  does  not  utilize  such 
control  techniques. 

RECOMMENDATION 

We    recommend    that    the    Center    utilize    additional    control 

procedures  to  detect  data  entry  errors. 
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ACCOUNTS  RECEIVABLE 
Accounting  Manual 

The  Center  does  not  have  formal  written  procedures 
for  the  billing  of  services.   There  is  no  formal  ac- 
counting manual.   The  Center  is  converting  to  an  elec- 
tronic data  processing  system,  and  the  system  is  being 
tested  and  modified.   Officials  explained  that  the 
development  of  a  formal  manual  and  written  procedures 
is  not  currently  practical.   However,  the  Center  should 
have  a  manual  which  could  provide  answers  concerning 
the  new  system. 

RECOMMENDATION 

We  recommend  that  the  Center  develop  a  formal  accounting 

manual. 

Reconcilation 

During  the  audit  period,  the  general  ledger  con- 
trol account  amount  did  not  equal  the  subsidiary  ledger 
balance.   The  Center  did  not  reconcile  the  general 
ledger  with  the  subsidiary  ledger  on  a  periodic  basis. 
In  order  to  place  reliance  upon  the  amounts  reflected 
in  the  general  ledger,  the  Center  should  perform  recon- 
ciliations to  ensure  that  the  subsidiary  detail  ledger 
supports  the  general  ledger. 
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RECOMMENDATION 

We    recommend    that    the    Center    periodically    reconcile    the 

general    ledger   control   accounts   with   the   subsidiary    detail 

records. 

Monthly  Statements 

Statements  mailed  to  Medicaid,   Medicare,   and 
Champus,  a  military  employees'  insurance  program,  are 
prepared  on  special  forms.   During  the  audit  period  a 
time  lag  developed  and  the  Center  did  not  send  these 
third  party  payors  monthly  statements.   To  catch  up, 
the  Center  prepared  statements  covering  several  months . 
In  confirming  receivables  we  noted  several  instances 
where  Medicaid  had  no  record  of  receiving  statements 
from  the  Center.   Monthly  statements  should  be  sent  to 
all  debtors  to  ensure  timely  collection  of  receivables. 

RECOMMENDATION 

We  recommend  that  the  Center  send  monthly  statements  to  all 

debtors . 

Credit  Balances  and  No  Charges 

In   reviewing   individual   accounts   receivable 
amounts  we  noted  numerous  credit  balances.   The  sub- 
sidiary records  reflected  $35,422  in  credit  balances 
for  patient  receivables.   These  credit  balances  result 
primarily  from  improper  initial  recording  of  receiv- 
ables.  Also,  accounts  receivable  are  not  adjusted  for 
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errors  in  a  patient's  status.   As  explained  on  page  37, 
the  Center  does  not  always  prepare  updated  intake 
sheets.   Because  changes  in  the  liability  and/or  fee 
affect  the  receivable  amount,  the  Center  should  correct 
these  errors  and  establish  procedures  to  prevent  them 
in  the  future. 

The  accounts  receivable  balance  at  June  30,  1978 
includes  $20,304  of  no  charge  fees.   Because  the  fees 
are  not  charged  to  the  patients  involved,  these  amounts 
are  not  valid  receivables. 

RECOMMENDATION 

We  recommend  that  the  Center: 

1.  Review    individual    receivable   credit   balances   and   make 
the  necessary  adjustments. 

2.  Establish    procedures    to   adjust   receivables   for   correc- 
tions in  patient  status. 

3.  Improve   intake   procedures    to   reduce   errors  in  patient 
status . 

4.  Remove    "no  charge"   amounts  from  the  accounts  receiv- 
able ledgers. 

Delinquent  Account  Balances 

Total     patient     receivables     of     $233,123     include 
$111,913    (48  percent)   which  are  over   180   days   old.      The 
following   table   presents    the    accounts    receivable   bal- 
ances  over   180   days   old.      Center  officials   believe   that 
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some  of  these  amounts  such  as  Medicaid  were  valid 

receivables  but  that  Medicaid  was  not  always  prompt  in 

making  payment.   An  official  from  the  company  which 

processes  Medicaid  payments  explained  that  the  average 

time  between  receiving  a  bill  and  payment  is  3  to  4 

weeks . 

Receivable  From  Amount 

Patient  $    19,733.26 

Medicaid  19,771.66 

Blue   Cross-Blue   Shield  5,593.00 

Private    Insurance  18,112.00 

Bureau  of   Indian  Affairs  1,091.00 

Veterans   Administration  1,872.37 

Courts  1,242.50 

No   Charge  21,642.54 

Champus  13,828.56 
DD-Vocational 

Rehabilitation  3,237.98 

Agency  Contract  401.70 

Other  5,386.46 

Total  $111,913.03 


As  noted  on  page  40,  Medicaid  sometimes  had  not  re- 
ceived a  statement  from  the  Center  relating  to  indi- 
viduals for  which  the  Center  had  recorded  receivables. 

Fifteen  percent   of   our  patient  confirmations  were 
returned   as   addressee  unknown.      This   indicates   that  the 
Center  will   not  collect   from  the   individuals   since   they 
are    unaware    of   their  whereabouts.      Based  upon  this   and 
other    accounts    receivable    audit    work,     most    of    these 
accounts  appear  to  be  uncollectible. 

The  Center  wrote  off  $185  as  uncollectible  in 
fiscal  year  1977-78.  Based  upon  the  prior  auditors' 
recommendation,   management  established  a  $50,000  pro- 
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vision  for  doubtful  accounts  June  30,  1977.   Based  upon 
the  dollar  amount  of  delinquent  accounts  at  June  30, 
1978,  it  is  questionable  that  this  provision  is  ade- 
quate.  Center  personnel  should  periodically  review  old 
account  balances,  and  those  accounts  that  appear  to  be 
uncollectible  should  be  written  off  against  the  pro- 
vision for  doubtful  accounts. 

RECOMMENDATION 

We  recommend  that  the  Center: 

1.  Reevaluate  the  provision  for  doubtful  accounts. 

2.  Periodically  review  all  accounts  over  180  days  old,  and 
write  off  those  accounts  that  appear  to  be  uncollectible. 

TIME  ACCOUNTABILITY 

The  Center  did  not  maintain  adequate  time  ac- 
countability for  its  clinical  or  administrative  staff. 
Although  the  Center  required  therapists  to  submit  daily 
time  logs,  these  logs  were  not  used  for  payroll  and 
leave  accountability  since  logs  did  not  account  for 
eight  hours  each  day.   The  Center  did  not  require 
accountability  for  eight  hours  per  day  for  administra- 
tors during  the  audit  period.   Subsequently,  they  have 
initiated  time  sheets.   Because  employee  time  reports 
were  incomplete,  payroll  and  leave  records  were  not 
based  upon  actual  time  worked  and  did  not  reflect  leave 
taken. 
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During  the  audit  period,  employee  leave  records 
contained  posting  and  mathematical  errors.   The  Center 
had  no  time  accountability  system  that  ensured  leave 
taken  would  be  correctly  reported  or  recorded  on  the 
employee  leave  records.   The  Center  relied  upon  em- 
ployees' notification  of  leave  taken. 

A  system  of  time  accountability  which  accounts  for 
eight  hours  for  each  employee  each  working  day  could 
provide  the  Center  with  an  effective  means  of  account- 
ing for  payroll  and  employee  leave.   Such  a  system 
would  ensure  that  leave  taken  was  properly  recorded. 
It  could  also  provide  a  means  for  supervisory  review 
and  approval  of  both  work  and  leave  time. 

RECOMMENDATION 

We  recommend  that  the  Center  establish  a  time  accountability 
system   to   account   for   eight   hours   per   day   for  each  em- 
ployee. 

Leave 

The  Center  allowed  certain  employees  to  take  leave 
prior  to  their  eligibility  for  leave  privileges  or  in 
excess  of  accrued  leave  time.   The  Center  did  not 
record  employees'  leave  taken  on  certain  leave  records. 
Center  time  records  and  leave  requests  show  that  the 
employees  were  on  leave  or  not  working;  however,  em- 
ployees '  leave  records  show  no  leave  used  on  these 
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days.  A  system  requiring  approved  leave  requests  for 
all  employees'  leave  could  provide  an  effective  means 
of  cross-checking  leave  postings. 

The  Center  allows  two  employees  to  earn  compensa- 
tory time  for  being  on  call  and  for  making  hospital 
rounds.   These  employees  receive  12  hours  compensatory 
time  each  week  in  addition  to  their  regular  salary. 
Compensatory  time  is  designed  to  compensate  employees 
for  hours  worked,  and  accordingly,  should  be  based  upon 
actual  work  hours .   Employees  should  receive  compen- 
satory time  on  an  actual  rather  than  an  estimated 
basis . 

The  Center  allowed  one  employee  to  earn  and  use 
compensatory  time  rather  than  paying  time  and  one-half, 
even  though  he  was  not  exempt  at  the  time  from  overtime 
payments  under  the  Federal  Fair  Labor  Standards  Act. 

RECOMMENDATION 

We  recommend  that  the  Center: 

1.  Allow  only  eligible  employees  to  use  accrued  leave. 

2.  Allow    employees    to    earn    compensatory    time   only   for 
actual  time  worked. 

3.  Allow  only  eligible  employees  to  earn  compensatory  time. 

PAYROLL 

Exemption  Allowance 

The  Center ' s  computer  program  was  incorrectly 
computing  Montana  state  withholding  based  upon  a  $600 
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allowance  per  exemption.  The  correct  amount  under 
present  state  regulations  is  a  $650  allowance  per 
exemption. 

The  Center  does  not  currently  submit  an  IRS  Form 
1099  for  compensation  to  nonemployees .   The  Form  1099 
is  required  by  the  IRS  to  report  compensation  paid  to 
nonemployees . 

RECOMMENDATION 

We  recommend  that  the  Center: 

1.  Use  the  correct  exemption  allowance  in  computing  state 
withholding  tax. 

2.  Submit  an  IRS  Form  1099  for  compensation  to  nonem- 
ployees . 

Employee  Compensation 

The  state's  contract  with  the  Center  states  in 
Article  1,  Section  F:   "Pay  rate  and  personnel  classi- 
fication systems  shall  be  commensurate  with  the  state 
classification  and  pay  plan.   To  the  extent  that  Center 
salaries  deviate  significantly  from  the  state  classifi- 
cation and  pay  plan,  general  fund  monies  cannot  be 
expended  for  such  salaries." 

Gross  salaries  for  Center  employees  are  $360 
higher  than  the  gross  salaries  for  state  employees  in 
the  same  grade  and  step  of  the  pay  plan.   The  reason 
for  the  $360  is  the  $30  per  month  contribution  for 
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health  insurance  for  the  state  employees.   The  $30  per 
month  is  included  in  the  definition  of  "compensation" 
under  Section  59-915,  R.C.M.  1947.   Center  officials 
stated  that  the  contract  with  the  state  implies  "com- 
pensation" shall  be  commensurate  and  since  Center 
employees  are  not  included  in  the  state  health  insur- 
ance plan,  they  are  entitled  to  the  additional  $30  per 
month  "compensation." 

The  Governing  Board  voted  unanimously  in  its 
April  21,  1976  meeting  to  support  funding  Center  em- 
ployees' health  insurance  100  percent  in  lieu  of  salary 
increases  based  on  cost  of  living  increases.   However, 
the  salaries  of  the  employees  increased  the  same  amount 
as  state  salaries  did  with  the  latest  cost  of  living 
increase,  which  was  effective  July  1,  1978. 

The  Center's  employees  receive  additional  "com- 
pensation" under  a  tax  sheltered  annuity  (TSA)  plan. 
Because  the  employees  are  not  subject  to  FICA  (Social 
Security)  tax,  the  board  chose  to  contribute  to  the  tax 
sheltered  annuity  in  lieu  of  the  normal  employer  FICA 
taxes.   The  Center  contributes  6.05  percent  of  an 
employee's  gross  wages  up  to  $17,500.   Under  this  plan 
the  maximum  employer  contribution  is  $1,059  per  year. 

Unlike  FICA,  an  employee  may  withdraw  both  the 
employee  and  employer  contributions  to  TSA  when  the 
employee  quits.   The  contributions  are  not  subject  to 
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income  taxes  until  the  employee  withdraws  them.  Be- 
cause they  are  eventually  subject  to  tax,  they  may  be 
classified  as  compensation. 

The    following    table    illustrates   the   difference   in 
a  Center  employee  vs.    state  employees. 


Employer 
Contribution 
Annual  For  Health 

Gross  Insurance 

Salary     Per  Month     Per  Year 


Center 
Employee 

State 
Employee 


$17,500 


17,140 


48 


30 


576 


360 


Annual 
TSA/FICA 
Contribution     Total 


$1,059  $19,135 


1,037 


18,537 


This  results  in  a  $598  difference  between  a  Center  employee  vs. 
state  employee. 


Center  officials  stated  they  consider  the  salaries 
to  be  commensurate  with  the  state  classification  and 
pay  plan.   We  make  no  formal  recommendation  in  this 
area,  but  address  the  situation  in  our  report  due  to 
legislative  interest  in  this  matter. 
FIXED  ASSETS 

During  our  review  we  noted  several  problems  with 
the  Center's  accounting  for  fixed  assets.  These  are 
discussed  in  the  following  paragraphs. 

The  Center  does  not  maintain  adequate  subsidiary 
records  for  fixed  assets.   The  Center  does  not  maintain 
a  file  for  each  asset  item.   Such  a  file  should  in- 
clude: 
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(a)  Description. 

(b)  Date  acquired. 

(c)  Cost  or  estimated  value  if  donated. 

(d)  Name  of  vendor  or  donor  and  the  claim  number. 

(e)  Estimated  useful  life,  depreciation  method. 

(f)  Identifying  number  assigned,  with  each  asset 
labeled  with  a  number. 

(g)  Location  of  the  asset  and  the  person  respon- 
sible for  that  asset. 


The  individual  assets  are  not  numbered  or  tagged. 
Tagging  of  the  assets  would  strengthen  internal  con- 
trols, provide  a  means  to  tie  the  individual  items  back 
to  a  subsidiary  file  and  facilitate  inventory  proce- 
dures. The  Center  does  not  perform  a  physical  inven- 
tory of  fixed  assets  on  a  periodic  basis.  A  periodic 
inventory  would  verify  the  subsidiary  files  and  dis- 
close missing  items. 

Presently  the  responsibility  for  the  assets  in  a 
particular  location  is  not  fixed.   This  is  compounded 
because  the  Center  does  not  record  the  transfer  of 
assets  from  one  location  to  another.   There  is  no 
formal  authorization  for  the  sale  or  retirement  of 
assets.   Consequently,  no  one  is  accountable  for  the 
various  assets  at  each  location.   The  Center  should 
implement  procedures  to  correct  these  problems. 
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RECOMMENDATION 

We  recommend  that  the  Center: 

1.  Establish  a  file  system  for  fixed  assets. 

2.  Tag  or  otherwise  label  each  asset. 

3.  Record  the  transfer  or  disposal  of  assets  at  each  loca- 
tion. 

4.  Perform  periodic  physical  inventories.  «< 

5.  Assign  responsibility  for  fixed  assets  at  each  location. 

Recording  Exchanges  and  Donated  Assets 

The  Center  did  not  properly  record  the  exchange  of 
assets  during  the  year.   New  assets  acquired  in  part 
with  a  trade-in-allowance  were  recorded  at  net  cost. 
No  adjustment  method  was  made  for  accumulated  depreci- 
ation or  the  book  value  of  the  old  asset.   This  ac- 
counting method  is  not  in  accordance  with  generally 
accepted  accounting  principles. 

The  Center  did  not  record  approximately  $5,000 
worth  of  donated  assets  during  fiscal  year  1977-78. 
Generally  accepted  accounting  principles  require  that 
donated  assets  be  recorded  at  their  fair  market  value 
when  they  are  received. 

RECOMMENDATION 
We  recommend  that  the  Center: 

1.   Record  exchanges  of  fixed  assets  in  accordance  with 
generally  accepted  accounting  principles. 
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2.       Establish    procedures    to   record    donated  assets   at  fair 
market  value. 

PATIENT  FILES 

In  our  work  with  the  Center's  records  we  noted 
several  problems  with  client  records  as  discussed  in 
the  following  paragraphs. 
Filing  System 

Therapists'  daily  log  sheets  at  the  Administrative 
Office  are  grouped  by  month,  but  they  are  not  always 
filed  in  any  specific  order.   Consequently,  it  is 
difficult  to  readily  locate  a  particular  log. 

We  noted  some  confusion  at  the  clinical  offices  as 
to  the  location  of  patient  files.   When  some  of  the 
files  were  gone  from  the  drawer,  there  was  no  "out" 
card  to  indicate  the  location  of  the  record  and  phone 
calls  had  to  be  made  to  determine  if  a  therapist  had 
the  files  in  a  desk  drawer.   An  improved  filing  and 
check-out  system  would  eliminate   these  problems. 
Because  of  the  confidential  nature  of  some  of  the 
information  in  the  files,  adequate  controls  over  their 
location  must  be  maintained. 

RECOMMENDATION 

We  recommend  that  the  Center  improve  its  filing  system  for 

patient  records. 
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Client  Contacts 

The  Clinical  Records  Manual,  in  discussing  the 
contact  sheet,  states,  "Accurate  entries  are  important, 
since  this  record  is  sometimes  used  to  keep  track  of 
charges  for  clients  who  wish  to  pay  after  a  session, 
and  as  a  means  of  assessing  the  completeness  of  prog- 
ress notes,  etc.,  in  the  service  record.   Progress 
notes  and  contact  sheet  entries  should  correspond  to 
each  other."  We  found  several  instances  where  the  date 
of  contact  was  incorrect  on  the  contact  sheet.   In  one 
instance  the  service  record,  contact  sheet,  and  daily 
log  all  showed  three  different  dates  for  the  same 
contact. 

RECOMMENDATION 

We    recommend    that    the    Center    implement    procedures    to 

ensure  accurate  information  in  the  clinical  records. 

Progress  Notes 

Section  38-1328(10),  R.C.M.  1947,  requires  that 
patient  records  contain  a  detailed  summary  of  each 
significant  patient  contact  by  a  professional  staff 
member.   The  Center's  Clinical  Records  Manual  contains 
the  same  requirement.   Dates  of  contacts  were  noted  on 
the  contact  sheet,  yet  there  was  sometimes  no  progress 
note  written  at  the  time  of  our  review.   In  order  to 
comply  with  Section  38-1328(10),  R.C.M.  1947,  and  the 
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Clinical  Records  Manual,  progress  notes  should  be 
promptly  prepared  for  each  significant  contact. 

RECOMMENDATION 

We    recommend    that    the    Center    comply    with    Section   38- 
1328(10),   R.C.M.   1947,  by  ensuring  that  progress  notes  are 
promptly  prepared  for  each  significant  contact. 

Inactive  Files 

The  Clinical  Records  Manual  requires  that  all 
cases  which  have  been  inactive  for  90  days  be  closed 
and  a  discharge  summary  prepared.   The  Center  has  not 
promptly  closed  cases.   To  fairly  state  its  caseload 
the  Center  should  periodically  review  cases  and  close 
those  files  which  do  not  reflect  any  current  activity. 

RECOMMENDATION 

We  recommend  that  the  Center  periodically  review  cases  and 

close  those  files  which  do  not  reflect  any  activity. 
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FINANCIAL  STATEMENTS 


NORTHCENTRAL  MWTANA  COMMUNITY  MENTAL  ffiALTH  CENTER 
BALANCE  SHEET 
June  30,  1978  and  1977 


CURRENT  FUNDS—Unrestricted 
Assets 

June  30 


1978  1977 


Cash 

Checking  Account  $112,032.70 

Petty  Cash  $  1,200.00  1,200.00 

Savings  Account  183,774.86  182,142.30 

Total  Cash  184,974.86  295,375.00 

Accounts  Receivable 

Patients  233,123.40  209,146.70 

"Federal  grants  68,415.00 

"State  grants  94,111.50  85,711.81 

--Counties  grants  1,464.00  6,408.50 

Total  397,113.90  301,267.01 
Less  allowance  for  doubtful 

accounts  49,814.67  50,000.00 

Net  accounts  receivable  347,299.23  251,267.01 

Other  Assets 

Travel  Advances  1,061.00  514.79 

Prepaid  Expenses  28,718.55  72,454.19 

Total  other  assets  29,779.55  72.968.98 

Total  assets  $562.053.64  $619.610.99 


Liabilities 

Checking  Account  Overdraft  $  6,764.10 

Accounts  Payable  18,018.29  $157,380.98 

Accrued  Payroll  Taxes  Payable  19,852.61  19,022.97 

Employees'  Benefits  Payable  24,554.76  32,802.11 

Total  liabilities  69,189.76  209,206.06 

Fund  Balance 

General  fund  balance  Operational  492,863.88  410,404.93 

Total  $562,053.64  $619,610.99 


FIXED  ASSET  FUND 

Vehicles  $  36,957.06  $  27,408.06 

Furniture  and  equipment  241,087.96  222,699.45 

Total  278,045.02  250,107.51 

Less  accumulated  depreciation  83,826.48  38,422.32 

Total  $194,218.54  $211,685.19 

Fund  Balance-Fixed  asset  fund  $194,218.54  $211,685.19 


ENDOVMENT  FUND 

Savings  Account  $738.38 

Total  $738.38 


Fund  Balance  $738.38 

54 


O  CO  o 

O  CO  o 

r~. 

d  ^  NO 

r- 

o  fo  r~- 

o 

o> 

>o  er\  o 

fO 

r-H 

m 

NO    r-l   \0 

T3 

u 

NO    NO    00 

§     § 

NO   CO 

1^ 

•^ 

1— ( 

T3 

t-( 

o; 

W  r» 

< 

"O 

O  r^ 

a 

o  o  o  o 

SB  ON 

i-H 

u 

O  O  O  CO 

«  1-^ 

<fl 

•    ■    t     > 

^ 

+J 

u 

UO  00   CN|   ON 

<    >-• 

o 

<fl 

I-H  m  cs  CM 

a  o 

El 

V 

00 

OO  ^S'  00  ^ 

l+H 

t« 

^          ««          ^          M 

I-H   00   CO  CM 

Z    ui 

I-H 

CO  NO   ON 

p  1-1 

NO   CO 

OS  (^    (0 

■«> 

d         -tJ 

-.  «  o 

55    HH     *J 

M 

4J 

o 

U  CO    01 

a 

00 

w  > 

V 

• 

W  O  -H 
H  Z   .U 

■o 

ON 

3 

i 

CM 

O 

^ 

•o 

(x< 

«^ 

e  ^ 

o 

CM 

w 

•co- 

^Is 

g  -^ 

W  M    *J 

2  w  'H 

•O 

4J 

M    3 

0) 

u 

■o 

H  W  CO 

•H 

i 

(-1  Cl,  r- 

U4 

< 

[14 

g^   p^   n\ 

5    W    r-l 

S    P        " 

o  S  o 

CJ   5   fO 

<      -  4) 

^11 

■o 

o  o  o 

0) 

o  o  o 

O   >   TJ 

^ 

JJ 

a 

CO 

U 

m  00  CM 

V 

73 

•H 

i-H  m  CM 

S  W    01 
«  T3 

u 

U 

00  ^d-  00 

u 

3 

u 

•^    •«    #t 

d       a 

3 

bM 

la 

<-H   00    CO 

<q     -  oj 

O 

01 

CO  NO    ON 

W  H 

Vl 

NO   CO 

H  «    t-i 

d 

<A>- 

Z  O    <« 

P 

W  Oi    « 

¥^    tn    r-i 

«        <o 

o  In  u 

55  O    w 

•H 

H  >*-• 

s 

1 

gs 

^ 

CO  (*^ 

o  o 
o  o 

o 
o 

CO 
CO 

ON  m 

CO  <7N 

t-H 

o 

o  o 
o  o 
o  o 

NO 
ON 

r~  00 
r~  NO 

CM    rH 

00  NO 
O  00 
-1   00 

ON 
NO 

uo 

•V        a^ 

o  -* 

r-H 

f-H 

CO 

1-H 

o 

NO 
CNl 

o  -* 

NO    1/1 

r~  in 

NO    NO 

CO 
1^ 

•^ 

r~ 

NO 

CO 

o 

00 

r-t 

IT) 

o 

in 

•■ 

• 

-» 

e^ 

o 

NO 

CM 

CM 

« 

I-H 

*fA 

o 

00 

i-l    NO 

CM  to 

m  I-H 
NO  r~ 

NO 

I-H 

CM 

IT) 

00  ^ 
00  NO 
00  r-- 

CO  •* 
CM  -» 
I-H   CM 

CO 

ON 

00 

NO 
ON 

o 

P^  00 
ID   I-H 

uo  r- 

CO 

00 

I-H 

r^ 

NO 

O 

CO 

00 

00 

•* 

f-* 

r— 

CM 

NO 

•• 

* 

NO 

CnI 

CO 

NO 

CO 

*• 

r-t 

</> 

o 
o 

I-H    NO 

CM  m 

in  I-H 
NO  r~ 

NO 

CO 

IT) 
ON 

o 

CO  -» 
00  NO 

00  r-- 

CO  ■* 
CM  ^ 
I-H   CM 

CO 

0^ 
O 

r~  CM 

CNl  00 

m  I-H 

m  r~ 

CO 

so 

* 

m 

t-* 

r-t 

CM 

ON 

00 
CM 


CM 

m 
in 

CO 

m 

o 
>* 

CO 


00 
CO 

NO* 

CO 

o 


o 
o 

00 
ON 

CM 


CM 

Oi 
00 

o 
o 

O  CM 

m  NO 

ON 
00 

CM 

NO 
NO 

m 

ON 

m 

00  o 

r^  NO 

CO   I-H 

»* 

•h 

•■^-^ 

CO 

CNl 

>» 

I-H 

ON 

-* 

f-H 

m 

m 

00 

00 

I-H 

NO 

CNl 

r^ 

>» 

I-H 

ON 

CM 

I-H 

<ni 

00 

!«» 
CM 

ON 

m 

o 


eo 

00 
NO 

CO 
CM 


CO 
ON 

00 
00 

o 

CO 

NO 

00 

o 

CM 

<«H 

<z 


4-) 

a 
„  « 

5   r-l   O 
M    CO 
U 
U    01 

HH    "O 

hJ     01    4J     O 

M  (14  CO  U 


d 

(0 

4->     IH 

d  o 


a 

U 
00 

o 

u 

OU 
01 

4-> 

9 

B    B 
eg    o 

u  u 

00   I 


CO 


d   (0 

«;   u 
u 

d 

► 


o 

•V  . 

a  T3 

w  < 


I 

to 

0) 

u 
60  d 


0) 
4J 
(0 

U   t-H 
CO   M 
HH 
(0 

00  - 

d  I-H  -tJ 

•H   I-H     M 

u  o 
p<  -  o. 
CO  I-H  a, 

3    01 

g4-i  CO  d 

u  a 

ta   to   o  t) 

»  cu  -H  > 

1  I-H  V 
I  rH  ,0  05 
«9    <«    d 

U  4J   Oh  -tJ 

O  -H  d 

d  ftrH  4J 

ra  to    n)  -iH 

>     O    4J    4-1 

•o  w  o 


H  O* 


01 
M    3 

<u  a 
u  u 

•H    > 

t^ 

V 
CO    4-1 

d 

•O  01 
4)  -H 
4J    4J 

d    Q, 

O     4-> 

(0 

CO    4-1 

V     il 


OJ 

3 

d 

01 

> 

0) 
04 

41  t« 

B 

O     4-> 
U      IH 

d  o 

4J  d 

n  CO 

4J 

U  r-t 

V  t 

4-)  4-) 

d  o 


I 

U 
01 
M 

d 

0) 


eg 

4-1     M 

u   d 
o    V 

o.  »< 

3  M 


CO 


e-  ;:2 


U  ' 


(0  4> 

d  nj 

O  3 

•H  -O 

_.    4J  4J 

CO    IH  O 

2    V  CO 


Oi 


CO 


M 


^•^ 


4J 

3 

d 

4) 

> 

41 
00   X 

4J   "O 

ti  d 

Cd 


■o 

41 

4-> 

•O 

>. 

d 

H 

■  • 

h 

I-H 

41 

G 

i 

U 

o 
u 

to 

3 

a  x-i 
o<  o 

3 

u 

o 

01     1 

o 

•H 

4J 

d 

I4H 

•H 
IH 

U    4J 

d 

•H 

> 

3    00 
C7<  d 

.d 

09 

d   u 
O  "O 

o< 

>,  01 

-55 

4) 
U 

:i 

>*H 

Q 

•:3  § 

a 

Ot 

0 

s 

10 

o 

3    w 

O   -H 

p 

•H    HH 

"O 

h 

O    3 

4J 

00 

•0 

Pm 

u 

>«H 

•H    -r-) 

O 

fH    4) 

d 

•H   TJ 

>    TJ 

d 

(«   lO 

01 

z 

3     4J 

MH 

U] 

V   < 

la 

I-H 

O"  4J 

4-> 

k4 

d 

O     - 

Ph 

u   u 

4J 

V 

0,T3 

o 

O4  u 

u 

CO 

10    -H 

d 

01 

O 

•H 

to   u 

«j 

w 

kl 

01 

M 

4J   -H 

*J 

■H  d 

d 

o 

4J     4-) 

10 

O    H 

(« 

T3 

Q    <« 

u 

<d 

d   to 

5 

d  4J 

•H 

V 

I-H 

(0 

iH 

^ 

4J     4) 

o 

•o 

CM 

U 

T3 

d  x) 

4J 

(« 

w 

a   U 

•v 

01 

CO 

01 

U 

0  « 

>»m 

CJ 

•S-g 

a 

^ 

^     kH 

k4 

O 

u 

41 

<« 

<0    O 

o. 

CI 

M  -o 

01 

T3 

n 

04 

3 

d 

01   -H 

0) 

4) 

g§ 

jd 

§ 

^ 

M 

O" 

o 

>>  u 

TJ 

M 

4J 

>. 

s 

u 

Q 

04 

•^  U4 

Ut 

55 


Schedule  1 


NORTHCENTRAL  MONTANA  COMMUNITY  MENTAL  HEALTH  CENTER 
STATEMENT  OF  OPERATIONAL  EXPENSES  BY  FUND 
For  the  fiscal  year  ended  June  30,  1978 
with  comparative  totals  for  1977 


Current  Fund 


Fiscal  Year  Ended  June  30 


1978 


1977 


Salaries 

Payroll  taxes 

lax  sheltered  annuity 

Employee  benefits 

State  merit  system  dues 

Contracted  services 

Insurance 

Legal  and  accounting 

Professional  and  day  care 

supplies 
Testing  supplies 
Office  supplies 
Equipment  supplies 
Dues,  licenses  and 

subscriptions 
Printing  expense 
Professional  and  board 

continuing  education 
Advertising 
Postage 
Telephone 

Repairs  and  maintenance 
Travel 
Aftercare 
Moving  expense 
Freight 
Utilities 
Rent 

Automobile  expenses 
Recruiting 

Total  Expense  -  Current  Fund 

Endowment  Fund 


955,785.58 
18,043.75 
49,103.63 
86,606.57 

5,081.47 
10,557.50 
26,636.26 

7,878.99 

22,640.72 

1,830.55 

10,794.84 


8,302.29 
9,950.54 

12,643.54 
1,755.78 
4,005.92 

19,398.13 
4,386.12 

20,091.06 

1,315.38 

1,152.53 

51,237.90 

10,528.31 

808.16 

1.340.535.52 


828,321.53 

17,725.85 

44,185.01 

73,479.08 

3,535.50 

6,245.84 

12,635.09 

7,675.00 

26,919.08 
1,332.92 

11,066.89 
2,072.28 

9,433.38 
9,012.17 

19,642.94 

503.23 

4,137.04 

14,213.00 

8,111.02 

21,386.01 

1,016.41 

5,223.43 

37.11 

948.26 

39,656.73 

4,491.08 

2.165.44 

1.175.171.32 


Professional  and  day  care 
supplies 

Fixed  Asset  Fund 


1.393.42 


Depreciation 

Total  Expense  All  Funds 


44.289.42 
$1.386.218.36 


28.839.32 
$1.204.010.64 
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Northcentral  Montana  Community  Mental  Health  Center 
Notes  to  Financial  Statements 
June  30,  1978 
1.   Summary  of  Significant  Accounting  Policies. 

The  financial  statements  include  the  accounts  of 
the  Center  adjusted  to  reflect  the  accrual  basis  of 
accounting.   The  Center  capitalizes  all  expenditures 
for  land,  buildings,  and  equipment  in  excess  of  $100; 
the  fair  market  value  of  donated  assets  is  similarly 
capitalized.   Depreciation  is  provided  over  the  esti- 
mated useful  lives  of  the  assets  on  the  straight  line 
basis.   The  Center  changed  the  estimated  lives  of 
certain  tangible  assets  from  seven  years  to  four  years 
as  of  July  1,  1977.   This  change  in  estimate  increased 
the  depreciation  expense  by  $5,065.78 

2.  Organization  and  Income  Taxes. 

The  Center  was  organized  on  July  1,  1974,  under 
Section  501(c)(3),  of  the  Internal  Revenue  Code,  which 
exempts  the  Center  from  income  taxes. 

3.  Donated  Services. 

Donated  services  are  those  services  to  patients 
for  which  the  Center  charges  a  reduced  fee  or  no  fee, 
based  upon  the  patients'  financial  ability  to  pay. 
During  the  fiscal  year  1977-78,  the  Center  established 
a  system  to  record  donated  services  to  patients;  how- 
ever, because  the  system  did  not  accumulate  donated 
services  for  the  entire  year,  the  financial  statements 
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for  the  year  ended  June  30,  1978  do  not  present  the 
cost  of  donated  services.   Because  donated  services 
were  not  recorded  for  the  entire  year,  the  financial 
statements  are  not  consistent  with  those  of  the  preced- 
ing year. 

4.  Related  Party  Transactions. 

Included  among  the  Center's  board  members  and 
officers  are  volunteers  from  the  financial,  medical, 
and  scientific  community  who  provide  assistance  to  the 
Center  in  the  development  of  policies  and  programs  and 
in  the  evaluation  of  awards  and  grants .   The  Center  has 
adopted  a  policy  whereby  board  members  are  disqualified 
from  participation  in  the  final  decisions  regarding  any 
action  affecting  their  related  organizations. 

5.  Allowance  for  Doubtful  Accounts. 

The  Center's  records  contain  a  $49,815  provision 
for  uncollectible  patient  accounts  receivable.   The 
Center  wrote  off  $185  of  accounts  as  uncollectible 
during  the  year. 

6.  Leases. 

A  summary  of  lease  payments  by  the  Northcentral 
Montana  Community  Mental  Health  Center  follows: 
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Length  of    Annual     Monthly 
Lease     Payments    Payments 


2  year 

$19,861.32 

$1 

,655, 

.11 

1  year 

7,800.00 

650, 

.00 

Monthly 

8,400.00 

700. 

.00 

Monthly 

7,200.00 

600. 

.00 

2  years 

1,800.00 

150. 

,00 

Monthly 

1,800.00 

150. 

,00 

Monthly 

1,680.00 

140. 

,00 

Monthly 

1,500.00 

125. 

,00 

Monthly 

1,980.00 

165. 

,00 

$52,021.32 

$4 

,335. 

11 

Lessor  of  Office  Space  in 
Various  Cities 

Holiday  Village  Shopping 

Center,  Great  Falls 
Milford  A.  Palmer,  Great  Falls 
Sisters  of  Providence, 

Great  Falls 
Washington  School,  Great  Falls 
Doughton  Ford  Sales,  Chinook 
Memorial  Hospital,  Cut  Bank 
Russell  Building,  Choteau 
James  P.  Page,  Conrad 
Adeline  Voldseth,  Shelby 
Totals 


7.  Retirement  Plan. 

The  Center's  employees  are  covered  by  the  Public 
Employees  Retirement  System,  a  contributory  plan  under 
which  the  Center  contributes  5.95  percent  of  an  em- 
ployee's gross  wages  and  the  employee  contributes  6 
percent  of  his  gross  wages.   Center  employees  are  also 
covered  under  a  tax  sheltered  annuity,  a  contributory 
plan  under  which  the  Center  contributes  6.05  percent  of 
an  employee's  gross  wages  up  to  $17,500.   Employees  may 
vary  their  contributions  to  the  Tax  Shelter  Annuity 
Program.   The   Center   incurred  pension  costs   of 
$49,103.63  for  the  Tax  Shelter  Annuity  Program  and 
$56,252.07  for  the  Public  Employees  Retirement  System 
during  fiscal  year  1977-78. 

8.  Vacation  and  Sick  Pay. 

Liabilities  incurred  because  of  employees'  unused 
vacation  and  sick  pay  are  not  recorded.   The  related 
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expenditures  are  recorded  when  paid.   Permanent  em- 
ployees are  allowed  to  accumulate  and  carry  over  into  a 
new  calendar  year  a  maximum  of  two  times  their  annual 
accumulation  of  vacation.   Upon  termination,  qualifying 
permanent  employees  having  unused  accumulated  vacation 
and  sick  leave  receive  payment  for  vacation  on  a  100 
percent  basis  and  sick  leave  on  a  25  percent  basis. 
The  amount  of  the  liability  associated  with  unused 
accumulated  vacation  and  sick  leave  at  June  30,  1977, 
is  maintained  on  an  hourly  basis  rather  than  by  dollar 
amount.   The  monetary  liability  is  not  calculated  until 
an  employee  terminates . 
9.   Full-Time  Volunteers. 

The  Center  utilizes  the  services  of  ACTION  VISTA 
volunteers  to  assist  in  providing  mental  health  ser- 
vices to  Region  II  clients.   The  Center  does  not  record 
the  associated  value  of  the  donated  services  as  rev- 
enues or  expenditures  because  these  volunteers  are 
employed  and  paid  by  ACTION  not  the  Center. 
10.   Cash  Reserves. 

The  Center's  unencumbered  cash  reserves  are  lim- 
ited by  the  state  contract  and  H.B.  145,  1977  Session 
Laws,  to  14.3  percent  of  the  annual  budgeted  federal, 
county,  and  patient  fee  revenue.   As  of  June  30,  1978, 
the  Department  of  Institutions  had  approved  $135,509  in 
encumbrances  for  the  Center. 
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11.   CETA  Employees. 

The  Center  employs  three  persons  under  the  Compre- 
hensive Employment  and  Training  Act  (CETA)  of  the  U.S. 
Department  of  Labor.   The  Center  pays  the  employees' 
wages  and  benefits  and  is  reimbursed  100  percent  for 
these  expenditures.   The  Center  records  the  reimburse- 
ment as  a  credit  against  salaries  and  employee  benefit 
expenditures.   During  fiscal  year  1977-78,  the  Center 
received  $12,193.01  as  reimbursement  for  CETA  salaries 
and  $667.25  for  benefits. 
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AGENCY  REPLIES 


Northcentral  Montana  Community 
Mental  Health  Center 


December  7,  1978 


RaSion  II  Adminiacrativ*  Off  losa 

230"?  Eleventh  Avenue  South 

P.O.  Box  2717 

Great  Falls.  Montana  594Q3 

Phone:  727-2931 

Cllnloal  Off  ioaa 

Holiday  Village  Shopping  Center 

Box  271 7 

Great  Falls.  Montana  53403 

Phone:  761-2100 


Morris  L.  Brusett,  Legislative  Auditor 
State  Capitol 
Helena,  Montana  59601 

Dear  Mr.  Brusett: 

Enclosed  is  the  response  of  the  Northcentral  Montana  Community  Mental 
Health  Center  Governing  Board  to  the  final  draft  of  your  office's 
Leg  islati ve  Audi  t . 


Sincerely  yours 


Arthur  Rambo,  Chairman 
Northcentral  Montana  Community 
Mental  Health  Center  Governing  Board 

AR/sc 

Enclosure 


REQION  II  MENTAL  HEALTH  BOARD  OF  OIRECTORB 


Arthur  H.  Rambo.  Chairman.  Commissioner.  Hill  County 
Leonard  C.  Johnson.  Vice  Chairman.  Commissioner.  Pondera  County 
L.W.  Fasbender.  Secretary-Treasurer.  Commissioner.  Cascade  C'^'jnty 
Wesley  C.  Maddox.  Commissioner.  Blaine  County  6  2 


Donald  Koepke.  Commissioner.  Glacier  County 
Marvin  S.  Cheek.  Commissioner.  Liberty  County 
Myron  A.  Wheeler.  Comrnissioner.  Teton  County 
John  G.  Nesbo,  Commissioner,  Toole  County 


Northcentral  Montana  Connnnunity 
Mental  Health  Center 


December  1978 
AUDIT  RESPONSE 
COMMENTS 

The  Mental  Health  Center  from  the  beginning  took  the  view  that  the  audit  should 
be  a  constructive  one.   Our  staff  was  instructed  to  cooperate  with  and  assist  the 
audit  team  whenever  possible.   The  audit  team,  in  turn,  conducted  itself  in  a  polite, 
professional  manner  taking  into  account  some  rather  restrictive  space  limitations 
and  thus  disruption  of  normal  routine  was  held  to  a  minimum.   In  view  of  the  fact 
that  this  was  primarily  a  fiscal  audit,  two  factors  should  be  given  much  considera- 
tion:  The  relative  youth  of  the  Mental  Health  Center  (3  years,  8  months)  in  relation 
to  many  older  state  agencies  for  which  audit  procedures  were  used,  and  the  conver- 
sion during  the  audit  period  from  a  relatively  stable  manual  system  of  billing, 
accounting  and  statistics,  where  many  of  the  checks  and  balances  recommended  existed, 
to  a  computerized  system  where  new  procedures,  checks,  and  balances  were  in  the  pro- 
cess of  being  reformulated.   There  is  no  doubt  that  the  audit  has  accelerated  the 
implementation  of  many  needed  changes  recommended,  as  well  as,  defined  compliances 
necessary. 

We  realize  the  scope  of  the  audit  was  largely  fiscal  in  nature  and  did  not 
include  the  subject  of  deinstitutionalized  patients  from  Warm  Springs  State  Hospital. 

The  Legislature  mandated  the  transfer  of  State  hospitalized  patients  to  local 
communities  by  the  five  Centers.   Region  II  took  the  desire  of  the  Legislature  quite 
seriously  and  tried  to  do  a  high  quality  job,  but  also  transfer  an  acceptable  number 
of  patients.   It  would  take  too  long  here  to  note  the  various  types  of  things  we  did 
and  are  doing  to  maintain  high  quality  work  for  the  people  from  Warm  Springs. 

An  approximate  total  of  425  people  from  Warm  Springs  have  been  transferred  by 

our  Center  into  Region  II  since  July  of  1975.   There  have  been  no  inappropriate 

admissions  to  Warm  Springs  from  our  region  in  the  last  fifteen  months.   Our  capa- 
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bility  for  short-terni  local  hospitalization  to  prevent  numerous  people  from  going  to 
Warm  Springs  has  increased  with  the  years. 

In  1975,  75  individuals  received  inpatient  care  within  the  region.   This  number 
increased  to  201  in  1976  and  251  in  1977.   During  the  first  nine  months  of  1978,  345 
individuals  have  received  inpatient  care  in  the  region.   The  total  shift  is  to  brief 
local  hospitalization.  Center  care,  and  return  to  family  and  community  rather  than 
Warm  Springs  hospitalization  and  separation  from  the  community. 

We  are  particularly  proud  of  new  development.   There  has  been  the  realization 
for  some  time  that  the  Center  should  help  develop  pre  and  aftercare  patients  as  fully 
as  their  potential  will  allow. 

We  have  trained  and  placed  twelve  people  on  jobs  in  the  community  since  May,  1978. 
Five  are  in  full-time  competitive  positions,  and  seven  are  in  part-time  transitional 
employment.   It  is  the  Center's  intention  to  expand  this  program. 

It  would  appear  that  all  costs  for  fairly  intensive  patient  care  locally  is  in 
the  $10,000  per  year  area.   Cost  of  patient  care  for  most  of  the  patients  is  con- 
siderably less.   To  generate  actual  cost  factors,  it  would  be  necessary  to  add  up 
all  the  varied  services  for  each  patient.   In  balance,  it  would  appear  there  is  a 
considerable  state  saving  by  taking  care  of  patients  in  the  community  in  comparison 
with  Warm  Springs,  which  runs  approximately  $21,000  per  year. 

Page  7:   REQUIRED         The  audit  report  lists  only  seven  required  services. 
SERVICES : 

P.L.  94-63  requires  that  mental  health  centers  provide  12  service; 

as  follows:   inpatient,  outpatient,  emergency  services,  partial 

hospitalization,  consultation  and  education,  geriatric  services, 

children's  services,  transitional  care,  precare  (screening  and 

evaluation),  aftercare,  drug  and  alcohol  services. 

The  above  services  are  being  delivered  in  Region  II. 

Page  11:   COUNTY  Reference  to  Table  page  8.   County  funding  from  a  percentage 

CONTRIBUTIONS: 

standpoint  has  been  static,  but  from  dollar  standpoint  has 
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Page  11; 
(cont.) 


Page  12 
&  13: 


COUNTY  FUNDING 
LEVELS: 


RECOMMENDATION: 


Page  17; 


DETAILED  CHART 
OF  ACCOUNTS: 


Page  18: 

Page  19: 
Page  20: 


RECOMMENDATION: 
RECOMMENDATION: 

EXPENDITURES: 

CLAIM  FORMS: 

CLOSING  OF  BOOKS: 

ACCRUALS: 

RECEIPT  OF 
MATERIALS: 


Page  21:   CLAIMS: 


almost  doubled  from  $52,000  in  fiscal  year  1975  to  $99,000  in 
fiscal  year  1979.   Regarding  increase  of  county  contributions 
to  the  permissable  1  mill  levy,  consideration  should  be  given  to 
state  funds  following  discharged  WSSH  patients  rather  than 
increasing  already  overburdened  county  budgets.   This  client 
population  presently  costs  Region  II  about  twice  the  amount  al- 
located them  by  Department  of  Institutions  formula  allocation. 
Region  II 's  Board  is  at  present  reviewing  County  Mental  Health 
assessments. 

We  agree  that  counties'  contributions  should  be  based  on  a  com- 
mon formula.   To  quote  the  Dept.  of  Institutions:   "The  Depart- 
ment would  adopt  a  coordination/consultation  role  regarding  de- 
termination of  county  funding  for  community  mental  health  pro- 
grams." The  important  area  of  involvement  is  representation 
from  the  five  regional  governing  boards. 

Detailed  instructions  for  each  budgeted  account  is  being  pre- 
pared by  Region  II  business  office  in  cooperation  with  the 
State  Council  of  Community  Mental  Health  Centers. 
Mostly  in  compliance.   Should  be  in  full  compliance  by  4/1/79. 
Largely  in  compliance.   Reporting  format  revised  by  Dept.  of 
Institutions  and  business  managers  meeting  in  Helena,  11/20/78. 
In  compliance,  October,  1978. 
Will  be  pre-numbered  by  March  1,  1978. 
Was  delayed  by  audit  itself. 
Will  be  done  at  close  of  fiscal  year  1979. 

Procedure  being  established,  November,  1978. 

Prior  approval  is  not  required  by  the  Board  for  certain  types 

of  recurring  expense  (rents,  telephones,  etc.);  however,  prior 

approval  for  all  other  expenditures  has  been  implemented,  11/78. 
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?age  21   CASH  RECEIPTS:    Cash  receipts  procedure  according  to  recommendations  being 
&  22: 

implemented  as  of  this  date.   Checks  will  be  deposited  according 

to  Legislative  audit  recommendations  (whenever  $2,000  accumulates) 
Restrictive  endorsements  are  being  placed  upon  checks  on  receipt 
at  Great  Falls  office.   Other  offices  will  be  implemented  Janu- 
ary, 1979. 

>age  23:   ACCOUNTS 

RECEIVABLE:       Duties  are  being  segregated  as  recommended. 

Page  24   PAYROLL:  Recommendations  are  being  complied  with  or  in  the  process  of 

&  25: 

being  complied  with.   See  Addendum  #1  concerning  after-the-fact 

payroll. 

?age  26,   RECOMMENDATION:    In  general,  we  agree  that  rates  should  more  nearly  reflect  costs, 
27,   (Cost  of  Services) 
&  28:  and  our  rate  schedule  is  being  revised  as  of  this  date. 

Page  28:   MANAGEMENT  IN-    The  Board  of  Visitors  feels  our  psychiatric  fee  schedule  is 
FORMATION  SYSTEM 

AND  COMPARABIL-   excessive.   We  have  never  been  presented  with  data  of  the  Board 
ITY: 

of  Visitors  to  substantiate  their  view  that  our  fee  schedule 

for  psychiatric  services  is  excessive. 

Page  29:   MANAGEMENT  IN-    The  data  provided  on  page  29  of  the  audit  report  is  a  composite 
FORMATION  SYSTEM 
AND  COMPARABIL-   of  both  paid  staff  and  full-time  volunteers  (VISTA' s)  and  CETA's 


ITY: 


for  the  second  quarter.   In  the  original  second  quarter  report, 
secretarial  time  was  estimated  rather  than  accurately  counted, 
based  on  the  number  of  full-time  equivalents.   It  should  be 
understood  that  VISTA' s  and  CETA's  act  as  adjuncts  to  staff  and 
do  not  have  primary  treatment  responsibilities,  nor  can  they  add 
to  the  total  number  of  cases  which  a  center  staff  can  serve  in 
a  significant  manner,  because  they  can  only  provide  adjunctive 
services.   Many  such  adjunctive  services  can  only  be  recorded 
as  administrative  services.   At  the  same  time,  they  add  to  the 
administrative  load  of  paid  staff,  who  must  supervise  them. 
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Page  29; 
(cont,) 


Nevertheless,  their  services  do  enhance  the  quality  of  treatment 
programs  offered.   Because  their  time  is  largely  recorded  as 
administrative  in  nature,  inclusion  of  their  statistics  with 
paid  staff  tends  to  create  an  overly  pessimistic  picture  of  the 
efficiency  of  the  staff.   Paid  employees  do,  in  fact,  perform  in 
considerably  different  ways,  as  reflected  in  the  table  below: 

Leave  Included       Leave  Excluded 


Staff  Usage  -  Paid  Employees 

Direct  Service 

Case  Consultation 
Program  Consultation 
Public  Information  and  Public 
Education 

Other  Indirect  Services 

**   Administrative  Services 

TOTAL 

*  CETA's  &  vista's 

Direct  Services 

Case  Consultation 
Program  Consultation 
Public  Information  and  Public 
Education 

Other  Indirect  Services 
Administrative  Services 
TOTAL 


Hours 
6,860 


712 


% 

24 

0 

2 

5 

Hours 
6,860 


% 


5 

490 

15 

344 

28 

,406 

Hours 

1 

,709 

454 

671 

4 

,997 

7 

,831 

19. 

3 

54. 

0 

100. 

0 

% 
21. 

8 

5 

8 

8 

6 

63 

.8 

100 

.0 

712 


5,490 
12,105 
25,167 

Hours 
1,709 

454 


671 
3,988 
6,822 


27.3 


2.8 


21.8 

48.1 

100.0 


25.1 


6.7 


9.8 

58.5 

100.0 


*  Secretarial  time  prorated  based  on  proportion  of  all  man-hours  accounted  for  by 
CETA's  and  VISTA' s  vs.  Paid  Staff. 

**  Total  Hours  vary  slightly  from  original  table  and  are  more  accurate,  based  on 
payroll  account. 

As  the  table  shows,  paid  staff  spent  54%  of  their  time  in  ad- 
ministrative services  in  the  second  quarter  while  CETA's  and 
vista's,  plus  the  prorated  secretarial  service  time,  yielded 
63.8%  in  administrative  services.   The  composite  figure,  includinj 
CETA's,  vista's  and  Paid  Staff  in  the  original  table  as  shown  in 
the  audit  report,  was  59.1%  administration. 
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Although  this  recalculation  provides  a  more  realistic  picture  of 
staff  time  usage  in  the  second  quarter  (April,  May,  June,  1978), 
it  may  still  be  argued  that  54%  administrative  services  is  ex- 
cessive in  comparison  to  other  centers  in  the  state  of  Montana. 
On  page  30  of  the  audit  report,  a  table  compares  the  various 
centers  with  regard  to  a  number  of  factors.   Based  on  this  table, 
our  Center  appears  to  be  performing  less  efficiently  in  a  number 
of  respects  than  most  other  centers  in  the  state.   However,  we 
contend  that  this  table  creates  a  false  impression  because  it  is 
based  on  inaccurate  data,  and  because  it  neglects  some  very  real 
and  major  differences  in  the  kinds  of  services  offered  by  differer 
centers.   Each  of  these  contentions  will  be  justified  in  turn. 
At  this  point,  we  feel  it  advisable  to  insert  the  Department  of 
Institutions  view  of  the  table  on  page  30,  which  deals  with 
Center  efficiency:   "It  should  also  be  noted  that  data  used  by 
the  Office  of  the  Legislative  Auditor  to  make  comparison  among 
the  five  regional  CMHC's  was  taken  from  the  first  quarterly 
report  submitted  by  the  CMHC's  under  the  new  Management  Informa- 
tion System.   At  the  time  of  the  audit,  the  Department  assumed 
that  all  CMHC's  were  reporting  according  to  standard  definitions 
and  procedures.   A  subsequent  check  by  the  Department  indicated 
that  this  was  not  the  case  and  consequently  there  are  inadequa- 
cies in  the  data  provided.   Problems  with  the  Managment  Informa- 
tion System  have  been  rectified  and  future  data  should  result  in 
more  accurate  and  comparable  CMHC  comparisons . " 
The  full  response  of  the  Department  of  Institutions  to  the 
Legislative  Audit  Committee  is  included  (beginning  on  page  81) . 
The  data  in  the  table  on  number  of  full-time  equivalents  in 

Region  II  should  read  66,  not  71.5.   An  error  was  made  in 
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calculating  full-time  equivalents  when  the  report  was  submitted 
to  the  Department  of  Institutions. 

The  percentage  of  total  hours  of  direct  service  for  Region  II  is 
inaccurately  low.   For  paid  staff,  the  percentage  is  24.0%;  for 
paid  staff,  CETA's  and  VISTA' s  combined,  the  accurate  percentage 
is  23.6%,  not  21.2%  as  the  table  shows.   (A  meeting  of  Center 
representatives  was  convened  on  November  20,  1978,  by  the  Depart- 
ment of  Institutions  because  of  suspected  discrepancies  and 
problems  in  the  quarterly  report  data.   At  that  meeting,  no  less 
than  ten  changes  in  the  report  form  and  procedures  for  data 
recording  were  agreed  upon.   A  copy  of  the  recommended  changes  is 
included  as  Mdendun  #2  of  this  report.)   This  change  results  in  a 
more  favorable  comparison  with  all  centers  except  Region  I.   Based 
on  comments  by  a  Region  I  representative,  their  definition  of 
direct  service  is  more  inclusive  than  that  of  other  centers. 
The  percentage  of  total  hours  administrative  is  also  excessively 
high  for  Region  II  as  shown  in  the  table;  when  recalculated  based 
on  more  accurate  accounting,  the  figure  for  paid  staff  is  54.0%; 
for  paid  staff,  CETA's  and  VISTA' s  combined,  it  is  56.1%.   This 
is  still  comparatively  high  in  relation  to  other  centers,  although 
not  grossly  so. 

The  year  end  caseload  total  for  Region  II  is  too  low  as  shown  in 
the  table  due  to  inconsistencies  in  the  methods  used  by  different 
centers  to  calculate  caseload.   At  the  November  20  meeting  in 
Helena,  it  was  learned  that  other  centers  were  counting  all  open 
cases  as  the  beginning  caseload,  whereas  Region   II  was  counting 
only  the  previous  ninety  days.   At  the  beginning  of  Quarter  II, 
there  were  832  such  cases;  therefore,  the  ending  caseload  for 
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Region  II  would  be  raised  to  12>lk,   which  is  higher  than  that  of 
other  centers  whose  data  is  at  all  comparable.   (Region  I's 
data  is  excessively  high  and  Region  V's  excessively  low  due  to 
inconsistencies  in  counting  methods,  as  revealed  on  November  20th.) 
The  change  in  ending  caseload  likewise  results  in  an  improved 
result  for  Region  II  on  caseload  per  staff,  excluding  administra- 
tive and  clerical  staff.   Since  Region  II  has  43.5  FTE  direct 
service  staff  in  Quarter  II,  this  figure  should  be  54.6  in- 
stead of  30.84.   This  compares  very  favorably  with  other  centers. 
The  number  of  people  who  received  services  during  the  quarter 
remains  the  same,  and  is  also  quite  favorable  in  comparison  with 
other  centers. 

The  rates  of  staff  per  clients  served  excluding  administrative  and 
clerical  staff  is  also  more  favorable  for  Region  II  when  accurate 
data  is  used.   The  ratio  of  43.5  FTE  direct  service  personnel  to 
1403  persons  served  is  .031,  instead  of  the  .04  shown  in  the  table. 
Again,  this  compares  very  favorably  with  all  other  centers  except 
Region  I  and  Region  V.   However,  discussion  with  representatives 
of  both  centers  at  the  November  20th  meeting  revealed  that  the 
services  which  they  offer  to  chronic  patients  and  aftercare 
patients  are  much  less  extensive  than  those  of  the  other  regions. 
These  services  are  very  costly  in  terms  of  staff  time  and  typically 
involve  relatively  small  numbers  of  patients,  which  tends  to 
lower  the  staff  patient  ratio  considerably  in  centers  which  offer 
them  on  a  large  scale,  such  as  Regions  II,  III  and  IV.   (Please 
see  the  table  on  page  9  of  these  Comments  showing  corrected 
Region  II  figures.) 
Because  of  the  inaccuracies  noted  above,  we  do  not  agree  with 

the  general  conclusion  of  comments  in  the  report  that  the 
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Total  Full-Time 
Equivalent  Staff 


(Corrected  Region  II  figure* 


COMPARISON  OF  DIRECT  SERVICE  TIME 
TO  ADMINISTRATION  TIME 


Region  I 
Miles  City 


37.5 


Region  II 
Great  Falls 


66.0 


Region  III 
Billings 


67.6 


Region  IV 
Helena 


49.3 


Region  V 
Missoula 


37.8 


Percentage  of  Total 
Hours  Direct  Service 


41.4 


24.0 


28.9 


19.2 


24.0 


Percentage  of  Total 


Hours  Administrative 

39.3 

54.0 

51.3 

45.4 

66.0 

ear  End  Caseload  Total 

2,929 

2,374 

1,764 

1,442 

805 

ear  End  Caseload  for 

Staff  Excluding  Admin- 

istrative &  Clerical 

Staff 

122.04 

54.6 

38.15 

43.70 

40.2 

Number  of  People  Who 
Received  Services 
(Unduplicated  Count) 


1,292 


1,403 


1,383 


1,063 


1,453 


Ratio  of  Staff  Per 
Clients  Served  Ex- 
cluding Administrative 
&  Clerical  Staff 


.02 


,031 


.03 


,03 


.01 


This  report  corresponds  to  page  30  of  the  audit  report, 
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Region  II  center  is  the  least  efficient  of  all  the  centers  in 
the  state.   The  determination  of  efficiency  can  only  be  legiti- 
mately made  on  the  basis  of  a  cost/benefit  ratio  for  programs 
which  have  the  same  stated  intent.   None  of  the  data  reported 
provides  a  cost/benefit  ratio  for  comparison. 

In  defense  of  errors  made  in  the  original  reports,  it  should  be 
pointed  out  that  the  reports  used  were  only  the  second  attempt 
made  by  all  centers  to  adopt  a  completely  new  reporting  system 
on  a  state-wide  basis.   Any  such  system  will  contain  some  errors 
when  first  implemented.   No  corrective  feedback  from  the  Departmen 
of  Institutions  was  available  to  the  Region  II  staff  until  the 
November  20th  meeting.   Every  effort  has  since  been  made  to 
correct  erroneous  data.   In  using  the  table  from  the  Department 
of  Institutions  on  page  30,  the  auditors  were  unaware  of  its 
imperfections,  and  that  the  table  represents  initial  attempts 
of  data  gathering  from  the  five  centers.   The  report  could  have 
detrimental,  unjustified  effects  on  Region  II  because  it  may 
create  false  impressions  regarding  center  functioning.   In  fact, 
we  feel  the  center  is  among  the  best  in  terms  of  effectiveness, 
quality  of  staff,  scope  of  programs,  and  quality  of  services. 
Federal-State  site  reviews  confirm  our  feelings.   Nevertheless, 
the  Center  is  currently  seeking  ways  to  reduce  the  amount  of 
staff  time  spent  in  administrative  services. 

MANAGEMENT  IN-    The  auditors'  comment:   "The  percentage  of  direct  service  hours 

FORMATION  SYSTEM 

AND  COMPARABIL-   compared  to  the  percentage  of  administrative  hours  appears  low 

ITY: 

in  all  regions."   Information  extant  indicates  that  the  percen- 
tage of  direct  service  hours  compared  to  the  percentage  of 
administration  hours  on  a  nationwide  basis  is  similar  to  Montana's 
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There  are  many  factors  which  influence  the  amount  of  direct 
care  which  can  be  delivered. 

Many  of  our  clients  suffer  from  chronic  protracted  mental  illness 
and  these  people  require  greater  attention  and  comprehensive 
care  from  a  larger  number  of  staff.   Support  services  are  re- 
quired so  that  direct  care  can  be  delivered  with  greater  effec- 
tiveness according  to  client  needs. 

Professional  and  clerical  staff  are  both  involved  in  quality 
assurance.   This  is  by  federal  mandate,  but  also  by  desire  as 
we  feel  a  strong  obligation  to  provide  good  care.   Continuity 
of  care  is  required  so  that  no  clients  or  their  needs  are  lost 
between  units  of  the  mental  health  center. 

The  interim  committee  on  Human  Services  received  extensive 
testimony  indicating  that  clients  are  lost  between  agencies  and 
fall  between  the  cracks.   In  order  to  prevent  this  from  happen- 
ing, it  has  proven  important  and  beneficial  for  clients  that  our 
staff  be  involved  in  coordinating  meetings  internally  and 
with  other  agencies  and  involved  in  planning  meetings  within 
the  agency  and  with  other  care  providers.   Monitoring  and 
advocacy  activities  need  to  be  conducted  by  professional  and 
clerical  staff.   The  Human  Services  committee  also  pointed  out 
the  need  to  develop  and  maintain  linkages  between  all  agencies 
to  insure  cooperative  concern  for  the  needs  of  people  being 
provided  service.   None  of  the  above  activities  is  classified 
as  direct  care,  but  is  essential  to  providing  direct  care. 
Support  and  indirect  services  include  telephone  calls  with  and 
about  patients,  role  performance  and  mental  status  evaluation, 
medical  backup  and  supervision  for  mental  health  center  staff, 
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with  the  clients  they  see  and  supervision  of  staff  on  general 
delivery  of  service,  but  especially  with  regard  to  difficult  and 
unusual  cases.   Professional  and  clerical  staff  both  need  to 
spend  time  preparing  reports  on  clients,  for  instance,  for  the 
Disability  Determination  Bureau.    Upon  these  reports 
hinge  the  receipt  of  subsistance  for  these  people.   Court  cases 
and  evaluations  are  very  complex  and  time  consuming  cases  to 
develop.   A  times,  8  to  10  hours  must  be  spent  in  study  and 
preparation  (all  administrative  time) ,  exclusive  of  time  spent 
with  the  client.   Our  psychiatrists  are  primarily  involved  in 
these  cases. 

Since  the  percentage  of  administrative  time  is  similar  for  most 
mental  health  centers,  obviously,  common  factors  are  forcing  the 
mental  health  centers  into  this  pattern.   Incidentally,  the  cost 
per  patient  per  year  is  lower  in  Montana  than  the  national  average. 
The  duties  and  responsibilities  described  above  are  carried  out 
almost  exclusively  by  direct  service  staff.   None  of  the  above 
activities  is  chargeable  to  direct  care  but  is  indirect  and/or 
administrative  time. 

Treatment  staff  are  also  involved  in  the  Professional  Advisory 
Board,  Continuing  Education  Committee,  Affirmative  Action 
Committee,  ACE  Comittee,  and  County  Advisory  Boards  as  well 
as  local  staff  meetings,  Hi-line  staff  meetings,  and  the 
quarterly  inservice.   These  activities  are  mandated  and/or 
essential  to  Center  functioning. 

In  addition,  we  are  responsible  to  and  evaluated  annually  by  6 
governmental  agencies,  including  NIMH-HEW-Denver,  Department  of 
Institutions,  Board  of  Visitors,  Health  Sytems  Agency,  Depart- 
ment of  Health  and  Environmental  Services,  and  our  Auditor.   We 
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Page  33:   RECOMMENDATION: 
(MIS  Compara- 
bilities) 

RECOMMENDATION : 
(Revenue) 

RECOMMENDATION: 
(County  Con- 
tracts) 

RECOMMENDATION: 
(Fee  Schedule) 


have  had  visits  by  the  Fiscal  Analysist's  Office,  Department 
of  Administration,  and  two  university  studies.   We  are  required 
to  complete  the  following  reports  annually:   Federal  Continuation 
Staffing  Grant,  Yearly  Budget  Report,  Presite  Visit  Reports, 
Annual  Report,  Affirmative  Action  Reports  (semi-annually).  Bio- 
metric  Report,  Quarterly  State  Statistical  Report,  and  numerous 
financial  and  payroll  reports,  not  to  mention  that  a  very  large 
amount  of  time  was  spent  administratively  with  the  Legislative 
Auditor's  Office  staff  from  May  of  1978  through  November, 
1978. 

Some  of  the  visits  and  reports  in  the  paragraph  above  require 
participation  by  all  Center  staff.   Most  of  these,  however,  re- 
quire action  primarily  by  administrative  staff. 

We  are  unaware  of  any  state  agency  that  is  evaluated  by  so  many, 
is  required  to  be  so  accountable  and  keeps  such  detailed  records 
as  do  the  mental  health  centers.   To  the  best  of  our  knowledge, 
for  instance,  social  and  rehabilitative  services  has  no  ratio  of 
staff  time  to  clients  seen.   Any  mental  health  center  could  in- 
crease the  direct  care  percentage  by  lessening  support,  indirect 
and  administrative  services,  but  at  what  cost?   Quality  of  care 
and  continuity  of  care  to  patients  and  coordination  with  other 
agencies  would  all  suffer. 

1.  Response  is  in  narrative. 

2.  This  is  an  ongoing  process  and  will  be  continued. 

Now  Being  done  as  recommended,  November,  1978. 

In  the  process  of  being  done,  November,  1978. 

Now  being  done  as  recommended,  November,  1978. 
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Page  38: 


Page  38: 


RECOMMENDATION: 
(Updated  Intake 
sheets) 

RECOMMENDATION: 
(Data  Entry) 


Page  39; 


Page  40; 


Page  41; 


RECOMMENDATION : 

(Accounting 

Manual) 

RECOMMENDATION : 
(Reconciliation) 

RECOMMENDATION : 
(Monthly  State- 
ments) 


RECOMMENDATION : 
(Credit  Balances 
&  No  Charges) 


Page  43: 


Page  43 
&  44; 


RECOMMENDATION : 

(Delinquent 

Accounts) 


TIME 
ACCOUNTABILITY: 


Page  44; 


RECOMMENDATION : 
(Time  Accounta- 
bility) 


Now  in  process  of  implementation,  November,  1978. 

Data  entry  is  currently  being  verified  by  duplication  of  key 

punch  entry.   Hash  totals  will  be  utilized  also  starting 

December  1,  1978. 

Formal  accounting  manual  is  well  on  way  to  completion.   Will 

be  complete  by  March  1,  1979. 

Reconciliation  being  done  monthly,  August,  1978. 
Computer  billing  on  special  Medicaid  format  will  be  in  place 
February  1,  1979.   Other  billing  in  place  as  recommended, 
November,  1978. 

1.  Has  been  done,  November,  1978. 

2.  Has  been  done,  November,  1978. 

3.  Now  in  process  of  implementation,  November,  1978. 

4.  Has  been  done,  August,  1978. 

1.  Additional  reserve  for  bad  debts  will  be  set  up  as  of 
November,  1978. 

2.  Being  done,  October,  1978. 

The  Center,  during  the  audit  period,  required  eight  hour  time 
accountability  for  only  those  employees  subject  to  federal 
wage/hour  requirements.   All  employees,  including  administra- 
tion, submitted  monthly  time  reports  showing  annual  leave,  sick 
leave,  and  other  absences  from  work.   A  column  was  added  to 
this  report  during  the  audit  period  to  account  for  eight  hours 
worked  for  each  employee. 

Beginning  January  1,  1979,  each  employee  will  fill  out  a 
dailylog  form.   These  will  be  entered  into  the  computer  and  a 
monthly  time  report  generated  which  will  be  compared  to  manual 
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Page  44: 
(cont .) 


Page  45; 


RECOMMENDATION : 
(Leave) 


Page  46: 


Page  47: 


RECOMMENDATION: 
(Exemption 
Allowance) 


records  for  a  period  of  ninety  days.   If  this  system  is  oper- 
able, beginning  April  1,  1979,  the  computer  time  record  will 
replace  manual  records,  both  for  recording  hours  worked,  leave 
taken,  etc.,  as  well  as  become  the  basis  for  payroll  disburse- 
ments . 

1.  In  compliance,  August,  1978. 

2.  In  compliance,  August,  1978. 

3.  In  compliance,  August,  1978. 

1.  In  compliance,  August,  1978. 

2.  Will  comply  for  calendar  1978. 


Page  50: 


RECOMMENDATION : 
(Fixed  Assets) 


Page  50: 

Page  51: 
Page  51: 
Page  52: 
Page  53: 
Page  53: 


EMPLOYEE  COMPEN-   In  the  December  6,  1978,  Board  meeting,  the  Board,  in  a  motion, 

SATION  -  HEALTH 

INSURANCE         gave  approval  to  the  action  already  taken  by  the  Center  adminis- 

stration  regarding  health  insurance  and  cost  of  living  increases. 

1.  Will  be  in  compliance  May  1,  1979. 

2.  Will  be  in  compliance  May  1,  1979. 

3.  Will  be  in  compliance  May  1,  1979. 

4.  Physical  inventory  taken  June,  1978. 

5.  Will  be  in  compliance  May  1,  1979. 

1.  In  compliance,  September,  1978. 

2.  In  compliance,  September,  1978. 


RECOMMENDATION : 
(Donated  Assets) 


RECOMMENDATION: 
(Dailylogs) 


Will  implement  recommendation  January,  1979. 


RECOMMENDATION: 

(Filing  System)    Dailylogs  now  being  filed  as  recommended  in  numerical  sequence. 

RECOMMENDATION : 

(Client  Contacts)  Will  implement  recommendation  January,  1979. 

RECOMMENDATION : 

(Progress  Notes)   Will  implement  recommendation  January,  1979. 

RECOMMENDATION:    Computer  lists  are  being  prepared  monthly  on  all  cases  not  seen 

(Inactive  Files) 

in  last  ninety  days  to  be  reviewed  closed  by  therapist. 
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Northcentral  Montana  Comnnunity 
Mental  Health  Center 


November  29,  1978 


TO:   ALL  CENTER  PERSONNEL 


In  keeping  with  the  mandate  of  the  legislative  auditor,  the  Center  is  now 
in  the  process  of  implementing  "after  the  fact  payroll."   It  is  no  longer 
possible  to  pay  on  or  before  the  end  of  the  payroll  period,  as  we  have  in 
the  past;  but  it  will  now  be  necessary  to  pay  about  15  days  after  the  end 
of  the  pay  period.   In  order  to  accomplish  this,  we  will  extend  each  pay 
period  by  a  minimutn  of  two  days  until  the  necessary  time  has  been  gained. 
This  will  occur  on  the  pay  period  ending  February  28th.   The  pay  days  are 
circled  on  the  calender  below,  and  by  March  15th  we  will  be  back  to  our 
existing  schedule.   This  action  will  not  result  in  a  loss  of  pay,  since  all 
pay  held  back  will  be  paid  at  termination  from  Center  employment. 

We  certainly  appreciate  your  cooperation,  since  we  are  aware  that  this  may 
cause  some  inconvenience  in  your  personal  finances.   As  you  can  see,  this 
scheduling  is  the  least  drastic  method  wc  can  devise. 
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Sincerely, 


Galen  A.  Wilson 
Assistant  Director 


/ 


Dick  Hruska 
Business  Manager 
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STATE  OF  MONTANA 

DEPARTMENT  OF  INSTITUTIONS 

HELENA 

j^  Ccnier  Directors  _    Novcmher  27,  1978 


From     Peter  S.  Blovike ,  Planning  Specialist 

Mental  Health  and  Residential  Services  Division 

Subject   Chaiii^es  in  MIG  Systr.ra 

During  our  UL>eting  of  20  November  1978  concerninf;  the  statewide  MIS,  the 
following  clianiics  in  the  system  v;ere  agreed  up'jn: 

1.  For  the  remainder  of  calendar  year  197S,  the  quarterly  reports  will 
reflect  calendar  year  statistics.   Beginning  January  1979,  reports  will 
be  according  to  fiscal  year  quarters. 

2.  Page  1,  I  A.   Caseload  will  include  all  open  cases.   An  additional  line 
will  be  added  to  indicate  per  ccuL  active  defined  as  seen  (face  to  face) 
within  the  last  90  days. 

3.  Page  1,1b.   Eliminate  fiscal  year  to  date  statistic. 

4.  Page  2,  1  D.   Eliminate  until  wo  can  determine  method  of  reporting  that 
is  more  meaningful. 

5.  Page  2,  II.  Prior  Psychiatric /Mental  Health  Care:   Only  count  once 
according  to  priority  of  service,  i.e.  WSSIl,  other  psychiatric  inpatient, 
partial  care  or  outpatient. 

Page  3  II.   Education  Leve  1 ;   Use  sane  format  as  NI^Ll  Bioaietry  and 
Epidemiology  report. 

6.  Page  3,  Socio-rconomic  Status:   Eliminate  welfare  category  for  time  being. 
Should  be  umluplicatcd  according  to  primary  categoi"y. 

7.  Page  A,  Aftercare:   V/ill  include  just  USSH  patients  with  no  time  cutoff 
as  to  when  last  sevn  at  V/SSH. 

fe.   Page  A,  III.  A.);,C,  Cor.ti.  of  strvicf  for  inpaficnt  will  be  recorded  In 
hours. 

Outpatient  will  be  undupl  Lc  iL(.d  .;ou.it. 

9.   Page  5,   Number  of  people  adnitted  to  V/CSH  will  be  completed  by  state 
office. 

10,   Page  6,   ^Jill  bo  conplotely  veviscl.   D'^tails  of  new  format  will  be  sent 
to  each  CMllC  5u;on. 
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CcnLti  DirccLori.  -2-  Novcnbur  27,  1078 


I  would  like  lo  exi>rr,:r  :r,y  ap;)r(.-ci  a  t.  ion  for  th^.'  continued  effort  and 
cooperation  enc}i  ccntc-i  hrc    demon;^ tia ti  d  on  this  project.   1  am  confident 
that  intc;;ration  of  the  Mlf.  and  cost  data  into  a  model  similar  to  the 
WICHE  proposal  will  appri'ciably  enliancc  our  cystem  and  ultimately  the  qucllty 
of  care  to  clients. 


cc:   Business  Manaj^ert. 
Joe  Alexander 


80 


governor 
Thomas  L  Judge 


DIRECTOR 
LAWRENCE  M.  ZANTO 


^tate  of  JMontana 
department  of  (Snstttuttcns 


BOARD  MEMBERS 
ZELLA  A    JACOBSON.  great  FALLS 

Eldon  E  kuhns,  billings 

WILLIS  M    McKEON.  MALTA 

Dennis  F  Dolan,  butte 

John  w.  Strizich.  m  D..  helena 


Helena,  59601 
December    1,    1978 


iJ 


Legislative  Audit  Committee 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  Montana   59601 

Gentlemen: 

We  have  reviewed  the  audit  report  for  the  North  Central  Community 
Mental  Health  Center  and  our  response  to  recommendations  is  attached, 

The  report  provides  a  very  welcome  service  and  is  sincerely  appre- 
ciated. 


Sincerely, 


Lawrence  M.  ^^nto 
Director 


LMZ:jb 
Enclosure 
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Response  to  recommendations  of  Legislative  Auditor's  Audit  of  Northcentral  Community 
Mental  Health  Center 

RECOMMENDATION  -  page  13 

We  recommend  that  the  Department  of  Institutions  work  with  the  regional 

mental  health  centers  to  implement  a  standard  method  of  determining  county 

funding. 

■flie  Department  of  Institutions  concurs  with  this  recommendation  under  the 
following  conditions: 

a)  The  Department  would  adopt  a  coordination/consultation  role  regarding 
determination  of  county  funding  for  CMHC  programs.   The  Department  believes  that 
as  fuly  constituted  boards  of  private  non-profit  corporations,  this  function  is  a 
prerogative  of  the  CMHC  Governing  Board; 

b)  For  the  Department  to  mandate  a  specific  funding  formula  for  county 
participation  might  seriously  jeopardize  the  existing  relationship  between  currently 
participating  counties  and  the  CMHC  programs; 

c)  The  CMHC's  are  contract  agencies  with  the  State  and  should  maintain  a  similar 
relationship  with  the  individual  counties.   The  nature  of  the  county-CMHC  contract 
should  remain  a  local  decision; 

d)  The  Department  will  adopt  an  active  role  to  determine  that  within  a  regional 
CMHC  catchment  area,  county  participation  is  established  on  an  equitable  basis 
throughout  that  catchment  area  to  ensure  thatindividual  counties  are  not  discriminated 
against. 

RECOMMENDATION  -  Page  17 

We  recommend  that  the  Department  of  Institutions  require  uniform  accounting 
and  reporting  for  all  regional  centers  and  ensure  comparability  between  regions. 
The  Department  of  Institutions  concurs  with  the  recommendation   that  uniform 
accounting  and  reporting  procedures  be  established  for  all  regional  centers.   The 
Department,  in  cooperation  with  the  CMHC's,  has  been  working  towards  implementation 
of  this  recommendation  and  acnticipate  that  such  a  system  will  be  implemented  prior 
to  FY  80. 
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RECOMMENDATION  -  Page  18 

We  recommend  that  the  Center,  in  cooperation  with  the  Department  of  Institutions, 
implement  procedures  to  provide  for  the  functional  classification  of  expenditures, 
The  Department  concurs  with  the  recommendation  that  functional  classification 

of  expenditures  be  established  for  each  CMHC.   Appropriate  forms  and  procedures 

have  been  developed  and  the  Department  and  CMHC's  are  in  the  process  of  implementing 

such  a  system. 

RECOMMENDATION  -  Page  33 

We  recommend  that  the  Center,  in  cooperation  with  the  Department  of  Institutions: 

1.  Evaluate  procedures  to  increase  direct  service  hours  for  each  staff  member 

2.  Evaluate  present  staffing  levels. 

We  recommend  that  the  Department  of  Institutions  require  accurate  and  coiq>arabIe 

management  information  from  the  regional  centers. 

The  Department  of  Institutions  concurs  with  the  recommendation  that  comparable 
and  accurate  management  information  be  available  from  each  CMHC.   The  Department  and 
CMHC's  have  been  actively  working  towards  development  of  such  a  system  during  the 
past  fiscal  year.  Comparability  of  information  will  result  from  established  coinnon 
system  definitions.   Accuracy  will  be  tested  during  annual  site  visits  to  CMHC's  as 
an  incorporated  component  of  the  site  review  protocol. 

It  should  also  be  noted  that  data  used  by  the  Office  of  the  Legislative  Auditor 
to  make  comparison  among  the  five  regional  CMHC's  was  taken  from  the  first  quarterly 
report  submitted  by  the  CMHC's  under  the  new  Management  Information  System,   At  the 
time  of  the  audit,  the  Department  assumed  that  all  CMHC's  were  reporting  according 
to  standard  definitions  and  procedures.   A  subsequent  check  by  the  Department 
indicated  that  this  was  not  the  case  and  consequently  there  are  inaccuracies  in  the 
data  provided.   Problems  with  the  Management  Information  System  have  been  rectified 
and  future  data  should  result  in  more  accurate  and  comparable  CMHC  comparisons. 
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